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EYRE AND SPOTTISWOODE (PUBLICATIONS) LIMITED 
g East Harding Street, Fleet Street, London, E.C.4 


are famous for the service they give, their cut, style, and 
long laundering qualities. In the large range of designs 
you are certain to find to appeal to your taste. 
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BLADES, EAST & BLADES, Ltd. 


Established 1821. 
CITY OFFICES : WORKS: 


17 ABCHURCH LANE, LEONARD ST., FINSBURY, 
LONDON, E.C. LONDON, E.C. 


Telephones : Central 0212, 0213, 0214. Telephones : Clerkenwell 3636, 3637, 3638. 
Telegrams : “ Identical, London.” 


BANKERS’ CHEQUE PRINTERS. 


BANK NOTES, BONDS, BANKERS’ PROTECTIVE CHEQUES, 
CERTIFICATES, POSTAGE AND REVENUE STAMPS, 
ENGRAVERS AND FINE ART PRINTERS. 
COMPANY PROSPECTUSES. 


WHOLESALE AND EXPORT MANUFACTURING STATIONERS, LITHOGRAPHERS, 
PRINTERS, ACCOUNT BOOK MAKERS, AND SEAL ENGRAVERS. 


PHOTOGRAVURE AND COLOUR PRINTING. 


PUBLIC COMPANY WORK, INCLUDING INSURANCE COMPANIES, 
BANKS, ETC., A SPECIALITY. 
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THE IMPERIAL BANK OF PERSIA 


(Incorporated by Royal Charter, 1889) 
And under a Special Concession, Bankers to The Imperial Government of Persia. 
Capital fully called up - £650,000 Reserve Account - - £520,000 
(with power to increase to £4,000,000) 


Reserve Liability of Proprietors under the Charter - - - -£1,000,000 





LONDON BANKERS: 
Messrs. GLYN, Mitts & Co. THE WESTMINSTER BANK LIMITED, LOMBARD STREET. LLOYDS BANK L{MITED. 
HEAD OFFICE: 
33/36 Kinc WILLIAM STREET, LONDON, E.C.4 
CHIEF OFFICE IN PERSIA: 
TEHERAN, 
BRANCHES IN PERSIA: 
Abadan, Ahwaz, Barfrush, Birjand, Bunder Abbas, Burujird, Bushire, Duzdab, Hamadan, Isfahan, Kazvin, 


Kerman, Kermanshah, Masjed-Suleiman, Meshed, Mohammerah, Nasratabad (Seistan), Pehlevi, Resht, 
Shiraz, Sultanabad, Tabriz, Yezd. 


BRANCHES IN IRAQ (Mesopotamia) : BRANCH IN INDIA: 
BAGDAD, BASRA, KHANIKIN, KIRKUK. BomBAy. 


"THE BANK is prepared to transact Banking Business of every 
description in and connected with Persia and Iraq (Mesopotamia), 
also with Bombay, Calcutta and Karachi. 

Clean and Documentary Credits arranged. Documentary Bills 
negotiated, Clean and Documentary Bills collected. Letters of Credit, 
Drafts and Telegraphic Transfers issued. 





Correspondents in all important places abroad. 
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THE NATIONAL BANK 
OF BULGARIA 


7. = National Bank of Bulgaria was founded in 1879, 





immediately after the liberation of Bulgaria, with a capital 

of Levs 2,000,000 supplied by the State. Initially, the 
bank was organized as a purely State bank under the direct 
control of the Minister of Finance. At the beginning the bank 
exercised the functions of a commercial and deposit banking 
institution only, and the right to. issue notes was not conferred 
upon it until 1885. 

Under the law of January 27, 1885, the National Bank of 
Bulgaria was not only reorganized into a central bank of issue 
but also into an institution for long-term credit, the law granting 
it the privilege to make mortgage and communal loans and to 
issue mortgage bonds. In general, it may be said that the bank 
retained this double character of a bank for short- and long-term 
credits up to January I, 1927, when, on the recommendation 
of the Financial Committee of the League of Nations, the 
National Bank was relieved of its long-term credit operations 
and reorganized into a purely central bank of issue. 

In conformity with the law of 1885 the independence of 
the National Bank is established by the following regulations : 

(1) The capital of the bank, amounting to Levs 10 million, 
supplied by the State, must be regarded as the property of the 
bank, and in no case can the State dispose of it. 

(2) The bank is administered by a board of directors, presided 
over by the governor, who conducts independently the policy 
of the bank. He is nominated by Royal Decree at the recom- 
mendation of the Minister of Finance, and may be discharged 
only by decision of Parliament. 

(3) The credits which the bank may advance to the State 
were strictly limited ; in the heginning to the amount of one-fifth 
of the bank’s capital, and later to double the amount of the 
capital. 

(4) The State control is exercised through Government 
delegates, one of whom has the right to attend the meetings of 
the board. 


(5) The National Bank performs gratuitously the State 
rreasury Service. 





(Advt.) (Continued over) 
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THE NATIONAL BANK OF BULGARIA.— continued. 


The above organization of the National Bank of Bulgaria 
was based on that of the Swiss cantonal banks and the National 
Bank of Greece. 


With the gradual growth of the bank’s activity, and in con- 
formity with the changing economic conditions, the capital of 
the bank had to be increased on several occasions, part of its 
profits being allotted for this purpose. In 1885 it amounted to 
Levs 10 million, in 1911 to Levs 20 million, in Ig19 to Levs 100 
million, in 1922 to Levs 200 million, in 1924 to Levs 500 million, 
while the last Bank Act provides for a further increase to Levs 
1,000 million. At present the fully paid-up capital of the bank 
amounts to Levs 474 million. 


The National Bank of Bulgaria was created both to exercise 
the functions of a bank of issue and of an institution for short- 
and long-term credit, the economic conditions of the country 
themselves calling for such various functions. The complete 
lack of liquid capital and of an adequate private credit system 
in the country, as well as the prevalent trade and industrial 
stagnation, made such an organization indispensable. As 
recently as 1905 the National Bank was the only credit institu- 
tion existing in Sofia. The credit operations of the bank were 
extended alike to trade, to industry, and to small tradesmen. 
On the other hand, the mortgage loans and loans granted to 
municipalities and districts contributed to the improvement 
of the towns. In this connection the National Bank was the 
only institution to grant urban mortgage credit, with the right 
of issuing mortgage bonds. Only after the private banks had 
attained a somewhat fuller development and trade increased 
considerably, did the National Bank of Bulgaria gain control of 
the money market with power to regulate money rates. 


Unfortunately, the normal development of the National 
Bank was arrested by a long period of wars—the Balkan and the 
Great Wars (1912-13 and 1915-19) being the direct causes 
of great economic and financial disorganization. The post-war 
period of reconstruction imposed anew the necessity of limiting 
the note circulation and increasing the bank’s independence. 
At the time of conclusion of the Refugee Loan, at the end of 
1926, the National Bank of Bulgaria had to undergo another 
more radical reorganization, which was characterized by the 
following dispositions : 


(r) Discontinuation of the long-term credit operations of the 
bank, thus making of the latter a purely central bank of issue, 
modelled on the other central banks of Europe. 





(Advt.) 
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THE NATIONAL BANK OF BULGARIA,.— continued. 


(2) Granting of greater autonomy to the governing body 
of the bank, thus enabling it to pursue its policy independently 
of State considerations. ‘Only the Permanent Executive Com- 
mittee of the bank, composed of the — and the two 
deputy-governors, are nominated by the Government. Of the 
remaining eight members of the board of directors, four are 
appointed by the executive committee, while the other four 
are selected from outside the bank to represent the interests of 
trade, industry, agriculture, and private credit. 

(3) Advances to the State are limited to Levs 300 million 
against discounted Treasury bills falling due within a period of 
six months. 

(4) State control is exercised only through a Government 
delegate, who regularly attends the meetings of the board of 
directors and has: the right to give his opinion, but not to vote. 


(5) Legal cover against notes in circulation and sight liabili- 
ties 1s fixed at 334 per cent., with the obligation upon the bank 
to raise gradually this proportion to 40 per cent. 

(6) Provision for the ultimate establishment of the gold 
standard. The amount of subsidiary coin put into circulation 
by the State is to be fixed with the consent of the board of 
directors of the National Bank. 

In accordance with the new Bank Act, which came into force 
as from January I, 1927, the gold reserves and all other assets 
and liabilities are calculated in paper Levs. On January 7, 1927, 
the note circulation cover stood at 20°22 per cent., but con- 
stantly increased during the year until it attained 30°45 per cent. 
on December 30. The foreign exchange reserve increased between 
the above dates from Levs 211°5 million to Levs 468°3 million, 
while the metallic reserve, calculated in paper Levs, increased 
from Levs 1,360 million to Levs 1,450 million. 

The figures given below give an idea of the operations of the 
National “Bank of Bulgaria during the pre-war and post-war 
periods : 

(Levs, 000’s omitted) 





Notes in Short- Advances Long- 

Year circu- Metallic Discounts term to the term 

lation reserve loans State loans 
1905 37,193 309,759 26,148 13,383 47,758 
IOI! 110,800 59,300 66,500 890 - 63,771 
IQI2 104,429 68,502 50,600 77,073 7,930 71,895 
1915 369,829 83,864 35,437 54.7 741 146,898 80,930 
1918 2,298,619 103,803 20,708 69,421 881,339 72,890 
1922 3,885,990 57,395 61,542 99,097 3,797,319 200,874 
1925 3,455,302 58,718 364,27: 445,609 4,598,505 516,653 
1926 3,480,616 61,530 377,360 504,563 4,584,710 560,192 

(Adv!.) 
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THE 


STANDARD BANK | | 


OF SOUTH AFRICA, LIMITED. | | 


Bankers to the Imperial Government in South Africa and to the Governments of Northern Rhodesia, 
Southern Rhodesia, Nyasaland, and Tanganyika. t 








Authorised Capital - - - - - 10,000,000 
Subscribed Capital - £8,916,660 Reserve Fund - - £2,893,335 
Paid-up Capital - - £2,229,165 _  Uncalled Capital- - £6,687,495 


Head Office 10 CLEMENTS LANE, LOMBARD STREET, 
And 77 KING WILLIAM STREET, LONDON, E.C.4. 
London Wall Branch: 63 London Wall, E.C.2. 
West End Branch: 9 Northumberland Avenue, W.C.2. 
New York Agency: 67 WALL STREET. 
Hamburg Agency: Bank of British West Africa, Ltd., 49-53 Schauenburger Strasse. 
Over 340 Branches, Sub-Branches and Agencies in South and East Africa. 


EXECUTORSHIPS AND TRUSTEESHIPS UNDERTAKEN. 


INCOME TAX-—Claims for recovery of Income Tax undertaken. 


COMMERCIAL SERVICE | 











The Bank has over 340 Branches in Africa, and Agents and Correspondents throughout 

the World. The closest touch with Trade and Industrial conditions is maintained, with 

special attention to Commercial and Credit Intelligence. This service is available to 

Exporters, Importers, and others wishing to develop trade between South and East 
Africa, the United States of America and the Continent of Europe. 








BERTRAM LOWNDES, London Manager. a 








A. M. BONNER, TD. Eaiehed 





30 LIME ST. and 


LONDON, E.C.3 
Tel : 
Avenue 0794 RU B B 


DATING STAMPS, 
ENDORSING INKS AND 
SELF-INKING PADS 





consumers’ needs considerably more than is 


now the case. Although we do not use any 


URGENT ORDERS 


A Speciality 


7 BLOMFIELD ST. 


LONDON, E.C.2 
) TAM P > City, “1956 


AUTOMATIC NUMBERING AND 
DATING MACHINES, COMPANY 
SEALS, GENERAL ENGRAVERS 





consumers as reduced charges for gas. The 
remaining one-fourth is divided equally 


| 

ourselves for the purpose, a good deal of coke between capital and labour, the co-partner 

is still required in the gas industry, for the pro- shareholder and the co-partner employee. b 
duction of water-gas, formerly as an enricher In conclusion, ladies and gentlemen, you 
and more recently asa diluent. Wewelcome may put the vital question to me—what are 
the endeavours of the London County Council the prospects of our undertaking ? I think 
to put the sale of coke on a basis nearer to they are perfectly healthy. There is one point 
that of coal, and, further, it is unarguable to particularly bear in mind. This is, that 
that wetness is an undesirable quality. nowhere in the world has gas supply been 
[he dividend proposed for the year is at developed with the same skill and to the same 
the rate of 6} per cent. You will remember extent as in Great Pritain, where one com- 
that this is made up, as regards 5 per cent., pany alone distributes as much energy as all 

by the basic rate authorized by Parliament, the power stations and super-stations together b 


and as regards the balance by a share of the 
available surplus profits. Of these surplus 
profits, three-fourths are shared by the gas 


from John o’ Groats to Land’s End. 
The report and accounts were unanimously 
adopted. 
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Company Meeting 


SOUTH METROPOLITAN GAS COMPANY 





OF THE UNDERTAKING 





CONTINUED DEVELOPMENT 
DR. CHARLES 
HE ordinary general meeting of the 


proprietors of South Metropolitan Gas 
Company was held on February 22, 


1928, at the Cannon Street Hotel, London, 
E.C., Mr. Charles Carpenter, D.Sc., M.Inst.C.E 
(the president), in the chair. 

The president said: We are, as you are 


chemical manufacturers upon a large 
scale, our all-important product being gas, 
and our main business that of selling it, 
which we do in keen competition with the 
suppliers of other forms of energy. Notwith- 
standing this, we have not only maintained 
our output, but we have increased its amount 
during the past year—not, it is true, in the 
same proportion as has been the case with 
some of our suburban neighbours, but suffi- 
ciently on the right side to indicate progress. 
Climatic conditions were not of the best kind 
for gas companies last year, the summer 
being damp and the winter relatively mild. 
On our busiest day last year we exceeded 
our previous maximum gas production by 
777 percent. The sm was one cold day 
last December, and this will enable you to 
form a picture of the amount of plant which 
has to be installed and be ready for use on 
those special and extraordinary occasions. 

The report goes on to tell you that by some 
four thousand four hundred we have added 
to the number of our consumers, many of 
whom live in the new housing estates being 
developed by the London County Council. 
I am plez ased to be able to add that most of 
our new customers are all-gas ones, and the 
reason is because they prefer it. Being mostly 
engaged in commerce and industry, they like 
a rapidly prepared cup of tea in the early 
morning, and a light by night that does not 
try their eyes for working or reading, and 
nothing fulfils their requirements so well as 
gas. In this respect our experience has shown 
that the London County Council are broad- 
minded landlords and accept the English- 
man’s birthright that his home is his castle, 
in which he is free to use what conveniences 
he pleases, even although he may pay a 
weekly rental for his rights. 


aware, 


RESEARCH WORK 
I have upon previous occasions drawn 
attention to the fact that we maintain a 


considerable staff for the purpose of research, 
and its work pertains to gas-using apparatus, 
as to other departments of our undertaking. 
In fact, during the last twenty-five years or 
so the consumer has relied upon us not only 
to recommend, but in many instances to 
design and produce, the appliances best suited 
to his requirements. But as they are nearly 
all hired, we have to maintain them in an 
efficient condition, and the problem of inter- 
changeability of parts, in cases of damage 


(Continued opposite.) 


CARPENTER’S SPEECH 


by wear and tear or misuse, becomes a very 
important one. I am glad to say we have 
made good progress in this direction, and are 
able to furnish appliances which are ready to 
fix, and go to work, without having to be 
tuned up on the spot to suit any particular 
consumer’s circumstances. We are not only 
making our cooking stoves more efficient 

and in a trial made between a standard type 
of cooker and an electrically operated one 
we came out the winner—but more convenient 
also. Owing to the large capital expenditure 
involved, such changes have to be made care- 
fully and deliberately, or evolution in design 
might involve greater instead of less expendi- 
ture in the long run on the part of the user. 


MONTHLY ACCOUNTS 

While on the subject of gas sales, I must 
tell you of an important change in our 
accounting system which we have been for 
some time past busily engaged in preparing. 
References were made in the London Press 
some time ago to the desirability, in the 
consumers’ interests, of furnishing their 
accounts at more frequent intervals than 
once a quarter. The desirability of adopting 
the suggestion appealed to us forcibly, for, 
with the present system, the ordinary con- 
sumer of gas goes on burning it throughout, 
say, the cold period of the year without 
re -alizing how much he is using or what debt 
he is incurring. Now, a dissatisfied consumer 
is the last thing we want. We would rather 
a user of gas burn a small quantity cheerfully 
than a larger one complainingly. Most 
salaries that are not paid weekly nowadays 
are paid monthly, and the new method will 
enable the householder to keep as careful a 
check upon the costs of his gas as he does with 
his food or his fuel. 

I am glad to be able to add that two of 
the great London banks are co-operating 
with us by placing their banking facilities 
at our disposal for the collection of our 
accounts, and I should like publicly to 
acknowledge the sympathetic manner in 
which these large organizations responded 
to our overtures for their co-operation. 

PRODUCTION OF COKE 

I have been speaking so much about gas 
that it is time I turned to another of the 
products of our coal distillation—namely, 
coke. Coke has been in the past somewhat 
of a neglected product. There has been a 
tendency to concentrate upon gas technology 
to the disadvantage of coke. But we have 
made a good start towards correcting this 
inequality. There is no doubt we ought to 
produce coke of a uniform quality throughout 
the year, and if, with the same care, we grade 
it as size we shall satisfy our 
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TRADE INDEMNITY 


COMPANY LIMITED. 
Established 1918. 


Chairman -C. E. HEATH, O.B.E.) 


CAPITAL: 


AUTHORISED AND ISSUED 
£250,000 Fully Paid. 


TRADE CREDITS 


many is to assist British 
Me anands ane ar ifacture 
“em and Overs« 1s B usll I 


MARTINS 
BANK 


LIMITED. 


Formerly the 
BANK OF LIVERPOOL & MARTINS LTD. 
with which is incorporated the 


LANCASHIRE & YORKSHIRE BANK LTD. 



























Head Office : 

7 WATER STREET, LIVERPOOL 
London Office : 

68 LOMBARD STREET, E.C.3 

















develop 






























Figures on completion of amalgamation The Company is prepared to grant policies 
Capital Authorised -- £20,791,120 insuring approved accounts up to 
z cent. of the net invoice vz alue of 
—o Paid sie and 7.719.585 sold and delivere a in the ordinary way o 
eserves -. “ ’ ’ trade to customers domiciled in almost 
any part of the world 


Deposits, etc. oe es 83,479,052 






The Bank has 565 Offices, and Agents in 
all the principal towns at home and abroad. 







Prospectus and Proposal Forms can 
be obtained on Application to— 


77 CORNHILL, LONDON, €.C.3. 


MANCHESTER OFFICE: 1 BOOTH STREET 
All inquiries are treated in the strictest confidence 












All descriptions of Banking, Trustee and 
Foreign Exchange Business Transacted 





THE 


MITSUI BANK 


LIMITED 


INCORPORATED IN JAPAN 
FOUNDED 168 





The | 
City Savings Bank | 
Company of Budapest ! 


Belvarosi Takarekpenztar R.T. 







Innerstaedtische Sparcassa Aktiengesellschaft. 
FOUNDED 1892. | 













Capital .- .. Pengoe 6,000,000 
Reserve Fund .. ¥s 1,250,000 || 
Deposits and Creditors +9 31,000,000 ] 

| 






Capital subscribed Yen 100,000,000 

Capital paid up- - Yen 60,000,000 

Reserve Fund - - Yen §8,400,000 
June 1927 







Branch Offices 
BUDAPEST : | 


V., Szabadsag-ter 7. 
Debreczen, Satoraljaujhely, Miskolc, Mako. ] 













London Bank 
MIDLAND BANK LIMITED | 
Overseas Branch), 

22 Old Broad Street, London, E.C.2 





Head Office: TOKYO, JAPAN 


Branches in all the principal cities 







in Japan, and in Bombay, New 


ll o » 
All ordinary Banking business transacted. The York. Shanghai, Sourabaya. 


Bank receives Savings Deposits and transacts || 
| 







Mortgage business, as a result of which Mortgage 
Bonds are issued under Hungarian Government 
Act XXXVI of 1876. 







LONDON OFFICE : 
Winchester House, Old Broad Street, 
E.C.2 


Telephone- - - LONDON WALL 3221-2 
- 4239 


_ MITSUIGINK, LONDON.” 





Sole Agents for the Sale of Mortgage Bonds in the 


r 1] 
National Securities Saaieaien Ltd. || 
Norfolk House, Laurence Pountney Hill, 
London, E.C.4. 









Cable Address ‘ 





Cannon Street, 
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BI-CENTENARY, 1727-1927. 


ROYAL BANK OF SCOTLAND 


Incorporated by Royal Charter. 1727 
CAPITAL (FULLY PAID) ° = . 


£2,500,000 


REST or RESERVE FUND (Oct. 1927 - + 2,683,226 
DEPOSITS (Oct. 1927) -— - - - 44,186,574 
Head Office: ST. ANDREW eee EDINBURGH, 
General Manager: SIR ALEXANDER KEMP WRIGHT, K.B.E.,D.L. — Secretary: J. B, ADSHEAD. 


London (City Office): 3 BISHOPSGATE, E.C.2. 
London (West End), Drummonds Branch: 49 CHARING CROSS, S.W.1. 


Glasgow (Principal) Office: ROYAL EXCHANGE SQUARE, and BUCHANAN STREET. 
225 Branches throughout Scotland. Every description of 
British, Colonial, and Foreign Banking business transacted. 


The Bank is prepared, in approved cases, to act as Trustee and Executor. 


FOREIGN EXCHANGE. CORRESPONDENCE INVITED. 


NATIONAL BANK OF EGYPT. 


HEAD OFFICE : CAIRO. 


FULLY PAID CAPITAL - - - - . £3,000,000. 
RESERVE FUND - - - - : - £2,675,000. 











London Agency : 
6 and 7 KING WILLIAM STREET, E.C.4. 


Branches in all the Principal Towns :n 


EGYPT and the SUDAN. 


BANK OF NEW ZEALAND. 


Bankers to the New Zealand Government 








Authorised Capital - 87,561,238 


Paid-up Capital, as at 31st March 1927 vs sit =r . £6,529,185 
Reserve Fund and Undivided Profits ae is aa Be 3,609,655 
£10,138,840 





Aggregate Assets at 31st March 1927 £48,860,540. 





London Office: 1 QUEEN VICTORIA STREET, EC.4. 
Negotiates and Collects Bills of Exchange. Grants Drafts on its Offices in New Zealand, Australia, Fiji, and 
Samoa. Remittances made by telegraphic transfer. ROBERT MILL, Manager. 





YOKOHAMA SPECIE BANK, LIMITED. 


ESTABLISHED 1880. (Registered in Japan.) 


Capital Subscribed and Fully Paid - - Yen 100,000,000 
Reserve Fund - - - - - - - Yen 96,500,000 


Head Office: YOKOHAMA. 

Es at Asean idria, Batavia, Bombay, Buenos Ayres, Canton, Calcutta, Ch 
, Hamburg kow Harbin, Hong Kong, H h 

ondon, Los Ang peg Man Zoya, Newchwang 
Ric » de ‘Jane iro, Saigon, Samarang ‘ Seattle, Shangt 1ai, St 
Sydney, Tientsin, Tokyo, Tsinanfu, Tsingtau, Vlac dive stok (temporarily c 
The Beak doe and receives for collection Bills of Exchange, issues Drafts and Telegraphic Transfers 
and Letters of Credit on above places and elsewhere, and tranmsacts General Banking Business. Deposits 
received for fixed periods at rates to be obtained on application. 

London Office:—7 Bishopsgate, London, E.C.2. 

D. NOHARA, Manager. 











BRANCHES and ASGENCI 
(Dalny , Fen 






angchun, Dairen 
ilu, Kai Yuan, Karachi, Kobe, 
ork, Osaka, Pekin, Ran 1, 
»noseki, Singapore, Sourabaya 














































BANCO DO BRASIL 


Head Ofice: Rua 1° de Marco 66, 
Rio de Janeiro 





Capital - - ~- 100.000.000$000 
Reserves - - = 142.593:604$188 


Paper- Currency 
Redemption Fund 94.637:471$494 


Last Dividend 20% 


Branches in the chief commercial 
cities of Brazil and Agents 
in smaller towns and abroad. 


All manner of banking transactions under- 
taken. Current accounts opened, with or 
without limit; fixed deposits received ; 
premium bills. Drafts, promissory notes 
and signed accounts discounted. Loans 
effected on approved security; payments 
undertaken at home and abroad. Letters 
of Credit issued on all the principal home 
and foreign cities, etc. 





Banco Agricola 


Comercial 


SAN SALVADOR, 
CENTRAL AMERICA 


Agencies in the principal cities 
of the Republic 


Banking connections throughout 
Europe and the United States 


Specially organized service for the 
Collection of Foreign Drafts 
and Bills 
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_BANCA NAZIONALE | 


DI CREDITO 


Capital—Lire 300,000,000 
Reserve — Lire 40,000,000 


Deposits 


(31st December, 1927) 
—over Lire 2,000,000,000 





| Head Office: MILAN 


Offices at: 
Milan, Naples, Genoa, Rome, 
Turin, Palermo, Trieste, 
Bologna, Florence, Venice. 
70 Branches in the principal 
industrial and commercial 


points of Italy. 


EVERY KIND OF BANKING BUSINESS 
TRANSACTED 


THE 
MOSCOW NARODNY BANK 
LIMITED 


ESTABLISHED 1919 


Heap Office : 
300 High Holborn, London, W.C.1 
Paris Branco: 26, Rue Vivienne, Paris 


BerLIN REPRESENTATION : 
Kurfiirstenstrasse, 33, Berlin 


Authorised Capital . - - £1,000,000 
Paid-up Capital - - - - 750,000 
Reserve Fund & Undivided Profit - 104,835 


The Bank finances the export and import operations 
of the Russian Co-operative and other Societies. 
Principal Foreign Agents of the All-Russian 
Co-operative Bank, Moscow and Branches. 

London Correspondents of the State Bank of 
the U.S.S.R. 

Every kind of Banking Business Transacted. 
Remittances to Russia effected. Letters of Credit 
and Drafts issued on Moscow and other centres in 
Sterling, U.S. Dollars, and Tchervonetz, Collections 
undertaken. 


Correspondents in all Principal Centres of Europe, 
The U.S. of America, and everywhere in the U.$.$.R. 
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THE BANKER 


A Banker’s Diary 
Mid-January to Mid-February 


THE long-expected loan, issued at the end of January by 
the Greek Government as part of the League of Nations 
scheme of financial restoration and economic 
Greek Loan development, was readily taken up in the 
various centres in which it was placed. 
The total sterling issue amounted to just over £4 millions, 
over £3} millions of 6 per cent. Eonds being issued in 
London at 91, and the balance being offered in Italy and 
Sweden. The dollar issue amounted to $17 millions, 
a small part of which was placed in Switzerland. The 
proceeds of the loan, together with the advance by the 
United States Government (see January issue), are to 
be applied to currency stabilization, liquidation of budget 
arrears and refugee settlement. A new “ Bank of Greece,” 
having an exclusive right of bank-note issue, is to begin 
business within six months from the issue of the loan, 
while the Government undertakes to effect legal stabiliza- 
tion of the currency in relation to gold from the day on 
which the Bank opens. The constitution and statutes 
of the Bank have already been drawn up and approved, 
and a British adviser has been appointed. For some 
time past the Greek exchange has been relatively stable 
at about 365-370 drachme to the £ 





AN attempt: was made at the beginning of February to 
introduce in the Legislative Assembly the new Govern- 

ment bill for the foundation of a Reserve 
Indian ReserveBank of India (see February issue). This 
Bank Project procedure, however, was held to be out 

of order, seeing that the old bill had not 
yet been withdrawn. Accordingly the Government de- 
cided to proceed on the basis of the old bill, but the 
opposition to some of the proposals proved so strong that 
it was decided to abandon the project altogether until 
there should be a more effective public demand for a 
change. The existing machinery and method of control 
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of Indian currency and credit are therefore to remain 
in operation for the time being. 


THE Luxemburg Government has introduced a bill to 
establish a new unit of currency in place of the present 
franc, which was ‘stabilized at the rate of 
Luxemburg 175 to the £ at the same time as the Belgian 
Currency ~ at onesie ae 
Reform ™onetary reform was carried out (see 
December 1926 issue). Under the present 
proposals the unit will be the gold franc, equivalent in 
content to the belga and the refore to five Belgian francs. 
The note issue will require a 33 per cent. reserve of gold 
and foreign exchange. 


THE Government’s proposals for the reorganization of the 
Landmandsbank (see September 1927 1tssue) were made 
known about the middle of February. 
Danish Land- Apparently the capital and reserve are to be 
mandsbank written off, the State acquiring ownership 
of the bank. The business is to be divided 
into two parts, one section taking over the active business, 
the other undertaking the liquidation of doubtful debts. 
It is proposed that the State guarantee shall continue 
until 1932, when, unless the active section is trans- 
formed into a new institution, the bank will be finally 
liquidated. Meanwhile it seems that negotiations have 
been proceeding with a view to securing foreign partici- 
pation in a projected new bank to be formed under the 
reconstruction plan. 


EARLY in February the Bank of France announced its 
decision not to avail itself of the law passed about the 
middle of 1926 (see November 1926 tssue) 

Bank of to make further purchases of gold coin 
France Gold from individuals in France. This step 
presumably arose from an opinion that the 

great bulk of private holdings of gold had already been 
acquired. The purchase of silver coins, however, has 
not been suspended. A further development in the 
French gold situation was the adoption by the Chamber 
of Deputies of a proposal exempting imports and exports 
of gold bullion and specie from the turnover tax. This 
step is designed to facilitate the movement of gold into 
France and may have the result of transferring to the 
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Bank of France’s own vaults some of the gold now held 
in the custody of foreign banks. 


EARLY in February it was announced that the Yugo- 
Slavian Government had signed a preliminary agreement 
for the issue of an external loan amounting 
Yugo-Slavian in all to £50 millions, of which the first 
Finance instalment, to be issued in the fairly near 
future, was to be {12 millions. This loan 
is apparently to replace a smaller one arranged in the 
United States some years ago. The first instalment, it 
seems, is to be used for public works, including railway 
construction, and subsequent amounts for currency 
stabilization and for additional development schemes. 


THE report of the committee appointed in September 
1926 to consider the question of an extension of municipal 
savings banks was issued towards the end 
Municipal of January. The committee’s conclusion 
Banks Report was adverse to an immediate extension 
of the scheme. Among the reasons for 
this result were considerations of the effects on municipal 
expenditure and on future Government conversion opera- 
tions,and the risks involved in this special type of banking. 
The committee found it “ exceedingly doubtful whether 
the special incentive to thrift provided by such banks is 
so great as to outweigh the risks involv ed.”” The report 
(C md. 3014, H.M. Stationery Office, Is. 3d.) contains a 
useful summary, descriptive and statistical, of existing 
savings facilities. 


THE official estimates of the current items entering into 
the balance of payments for 1927 appeared in the ‘‘ Board 
_ of Trade Journal ”’ ‘tor F ebruary 2. Shipping 
United earnings were put at £140 millions (£120 
—— millions in 1926); income from overseas 
Payments investments at {270 millions, the same as 
in 1926; and commissions at £63 millions 

(£60 millions in 1926). All invisible items together yielded 
a total surplus of £488 millions, £20 millions larger than 
in 1926, while the deficit on merchandise, bullion and 
specie account was £83 millions lower. at £392 millions. 
Thus there was a balance of {96 millions available for 
investment abroad, as against an adverse balance of £7 
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millions in 1926, and surpluses of £86 millions and {54 
millions respectively in 1924 and 1925. No complete 
estimates are given of the volume of transactions on the 
various Capital accounts. 


As part of the Government’s plans for dealing with 
impending debt maturities (see February issue), the Bank 
a of England announced at the end of January 
British —_ that it had been authorized by the Treasury 
Government 
tana purchase up to {1 million nominal per 
day of 34 per cent. War Loan bonds to 
bearer. The price, ex the couponedue on March 1, would 
be par less discount at 4} per cent. per annum. About 
£414 millions of 3} per cent. War Loan, maturing on 
March 1, was outstanding. 

Early in February it became known that an anonymous 
donor had placed in the hands of Messrs. Baring Brothers 
& Co., Ltd., as trustees for the nation, a fund of some 
£500,000 of cash and securities, to accumulate over a 
period of years and to be applied eventually to repayment 


of the national debt. 


THE statistics of merchandise trade of the Irish Free 
State in 1927, which became available at the end of 
January, showed a marked fall in the import 
Irish Free surplus, following a steady rise since 1924. 
State Trade Imports, at £602 millions, were £4 million 
lower than in 1926, while exports of domes- 
tic produce were £3 millions higher, at £44} millions, 
and re-exports about the same at {# million. The excess 
of imports was nearly {16 mullions, as against {£19} 
millions in 1926 and {17} ‘millions in 1924. Most of the 
principal export commodities showed substantial increases, 
and the aggregate expansion was attributable almost 
entirely to Jarger consignments to Great Britain. 


NEw issues appeared in large numbers and quantities 
during the month, and included numerous offers in 
connection with British industrial under- 

New Capital takings and new and old investment trust 
Market companies. The Greek loan was over- 
subscribed, but an offer of 5 per cent. 

registered stock at 98 bvtheGovernment of South Australia 
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was only half taken up by the public. A_ British 
corporation 5 per cent. loan at I0I was over-subscribed, 
but the underwriters were Jeft with four-fifths of the 
5 per cent. inscribed stock offered at 97 by the 
Melbourne and Metropolitan Board of Works. A number 
of private placings on behalf of continental mortgage 
banks were announced, while a large artificial silk issue 
was over-subscribed. 


On January 27 the Austrian National Bank reduced its 
discount rate by } to 6 per cent. A rise from 5 to 6 per 


cent. in the discount rate of the Bank of 


Bank Rate Noyeay became effective on February 2. 
Changes " 7°. . eee 
On January 24 the Chicago Federal Reserve 
Bank initiated a general rise in American rediscount 
rates from 3) to 4 per cent. New York took a similar 
step on February 2, and by the middle of February 
ten out of the twelve Reserve Banks had effected the 
} per cent. increase. 


The Reserve Bank of India 
A Study in Constitution- Making 


lature, the question of a central bank for India 

has, for the time being, ceased to be a matter of 
practical politics. Until 1931. when the Imperial Bank 
Act and the arrangements in force between the Govern- 
ment of India and the Imperial Bank automatically come 
up for revision, the currency department will continue to 
be responsible for the maintenance of exchange, whilst 
the seasonal pressure in the Indian money market will 
be alleviated, as it has been every year since 1920, by 
special advances of paper currency from Government to 
the Imperial Bank. Anopportunity hasbeen lost of settling 
the perennial problem of Indian currency and finance ; 


. LMINATING in a disgraceful scene in the Legis- 
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but, after all, three years is not an eternity, and, if 
delay were to add to the prospects of settlement, no 
very great harm will have been done by recent events. 
From the economic standpoint, indeed, each year that 
goes by makes it easier to see what the normal post-war 
trend of gold supplies, money and interest-rates, and 
price-lev ~ is going to be, and thus will make it easier 
to fit a new and untrained banking administration into 
the existing framework. From this point of view, a good 
deal is gained and nothing very much is lost, by waiting 
a little longer. Unfortunately, what might prove advan- 
tageous from the economic standpoint may well turn 
out to be very much the reverse from the political angle, 
for the issues raised by the appointment of the Simon 
Commission are not likely to have been settled by 1931, 
and we can imagine nothing more disastrous than a 
reopening of the central bank “question in an atmosphere 
poisoned by the wrangling over the future status of 
India within the E mpire. Thus the outlook, all in all, 
is not too hopeful. 

Meanwhile a new chapter has been added to the history 
of central banking—one which will prove of the utmost 
interest and importance to the student. We hope that 
the doctrinaire advocates of central banking will hence- 
forward realize that when it is proposed to inaugurate 
a central bank in areas to which the political atmosphere 
of Western Europe is completely alien, it is not such 
abstruse and technical questions as the size of the reserve, 
or the definition of eligible paper or the precise scope 
of open market operations that are important, but that 
public interest, rightly or wrongly, will tend to be con- 
centrated upon the single issue, Who is to control, and who 
is to own, the bank ? 

The Hilton Young Commission settled these matters, 
as it is now clear, without sufficiently taking account of 
the difference of mentality between India and England. 
For this reason we believe that we shall be doing our 
readers a service if we give here a sketch of the changes 
through which the proposed government of the Indian 
Reserve Bank has gone since the introduction of the first 
Bill in the early part of 1927. Ifa solution of the problem 
is to be found, it must lie somewhere within the extreme 
limits of the constitutions already proposed. 
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The Hilton Young Commission had proposed a 
privately-owned bank, with a system of local boards, 
framed on the analogy of the Imperial Bank of India, 
and with a central directorate composed of the presi- 
dent and vice-presidents of the local boards, together 
with one member selected by majority vote of each 
of the three boards from among their own mem- 
bers. In addition, the Government was to select the 
governor and the de puty-governor, and to nominate, 
in addition, not more than three other persons to 
serve on the board. Finally, an advisory and non- 
voting officer of the Government was to be nominated 
“who should have the right and duty to attend and 
advise the board.” 

The problem of political and professional pressure 
was solved in a drastic fashion. No person was to be 
president or vice-president or a member of the central 
board who was either a member of any political executive 
or deliberative assembly, or a representative of a com- 
mercial bank. The first draft of the Bill fully bore out 
these principles. The Bill made a first departure from 
the plan of the Royal Commission, however, by aban- 
doning the principle of local boards and the selection of 
the central exccutive largely therefrom. The nine share- 
holders’ directors, according to the Bill, were partly to 
“represent business interests’? in Calcutta, Bombay, 
and Madras respectively, whilst two were “to represent 
business interests in British India” exclusive of these 
three towns. But no person was to be deemed to repre- 

‘ usmess interests in any place unless he was a 

or of a company registered under the Indian 
anies Act, 1913, of which the registered office is 
ced in that place. Thus some approach to the 
ciples of localization and of “Indianization’’ was 
permitted; and the plan of giving preference in the 
allotment of shares to the shareholders of the Imperial 
Bank was also given up; instead, shares were offered 
to the Imperial Bank (whose offices and officials were, 
of course, excluded, by definition, from the proposed 
board) on the ground that a clear-cut division of 
functions between the two banks was the essence of 
the proposal creating a reserve bank and, “‘if avoidable, 
it is undesirable to give the shareholders of the Imperial 
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Bank a preponderant voice in deciding the currency 
policy of the reserve bank.”’ 

The Billwas remitted to a joint committee of the Council 
of State and of the Legislative Assembly. When it 
emerged again, the whole basis of the constitution of the 
reserve bank had been altered. A shareholders’ bank 
was rejected on the double ground, that such a bank 
would “‘tend to be more controlled by vested interests 
and would therefore fail to secure the confidence of the 
Indian public, and its utility to the public might even 
be endangered by a conflict of interest within the 
management of the bank between Indian and external 
capital.’’ Further, the joint-stock principle was “‘not 
suitable in the case of a central bank, the management 
of which should be carried on with an eye more to the 
public interest than to the accumulation of profits for 
shareholders.” There being no shareholders, the State 
having to put up the capital, thedirectorate could be chosen 
to incorporate the idea of political and _ professional 
representation, and the principle of Indianization. Of 
the proposed directors, six should be elected by the 
elected members of the Central and Provincial Legis- 
latures, ‘“‘because the said elected members represent 
together all the various interests of the people as a whole ; 
and that it is reasonable and just that on the reserve 
bank of the country there should be some governors (s?c) 
elected by such general electorates, in addition to those 
who will be elected by the Chambers of Commerce and 
the provincial co-operative banks, which bodies repre- 
sent special interests.’’ The principle of Indianization 
was stressed by the proposed requirement that either 
the governor or the deputy-governor should be an 
Indian; that two directors to be nominated by the 
Government should also be Indians, and that two 
directors should be elected by the Federation of the 
Indian Chambers of Commerce. The provision that no 
member of a legislative body should be eligible as a 
member of the directorate disappeared. 

To this report of the Joint Committee was appended a 
dissenting minute, signed by five members, including 
the Finance member, Sir Basil Blackett. The minute is a 
vigorous reply to the contentions of the majority—if a 
document to which nineteen out of twenty-five signatories 
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attach minutes of dissent can be said to be representative 
of anything at all. The five dissenting members urged 
that under. the plan proposed it was impossible for the 
bank to be truly independent of Government, whilst 
to function adequately, it was necessary for the bank not 
only to be free from political pressure, but also from “the 
appearance of being subject to such risk.’’ The per- 
mission for members of the Legislatures to sit as directors 
involved the difficulty of finding the time for both these 
onerous occupations, whilst, in any case, selection by 
members of the Legislature “offends against the principle 
that the constitutional functions of the Legislature do 
not and ought not to extend to the exercise of executive 
functions, such as the appointment of persons to specific 
posts,’ especially as an “invidious distinction’’ was 
made between elected and other members of the 
Legislature. 

In any case, the Joint Committee’ s scheme involved 
the absurdity that the “board once constituted is 
theoretically ap gy to no one either for the capital 
subscribed by the Government or for the large funds 
which come under its control from the Government and 
the public.” Shareholders were necessary to form an 
adequate electoral constituency, but a shareholders’ 
bank was not inconsistent with the representation of 
Chambers of Commerce or of the co-operative banks ; 
and the rights of small subscribers and of persons with 
Indian domiciles could be adequately safeguarded. The 
principle of Indianization was especially objectionable 
in the case of the executive posts in the bank, “both as 
intruding racial and communal questions in a sphere 
where they ought not to belong and as subordinating 
the essential requisite of maximum efficiency to other 
considerations.” 

In September 1927 the Bill was withdrawn, and on 
January II, 1928, a revised draft was issued by the 
Government of India. Of the original Bill only a few 
clauses had been passed, and renewed consideration of 
the whole matter seemed desirable in view of the radically 
different solutions of the problem of the government of 
the bank. The India Office was consulted in the period 
after withdrawal—nothing is known officially whether 
the Bank of England has also been consulted. In any 
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case, the third draft scheme fell back on a compromise 
between the original scheme and the Joint Committee 
scheme. The idea of a shareholders’ bank was restored, 
but no shareholder was to hold more than 20,000 rupees 
of shares, and every shareholder had either to be an 
Indian bank or company, or a bank with an Indian 
branch, or a person domiciled in India, or a “British 
subject ordinarily resident in India.’’ The new draft 
made the simultaneous occupancy of a seat on the 
board of the bank, and in a legislative assembly, impos- 
sible, but left it open to individuals in the event of 
election to choose one or the other. 

The new board provided for the bank combined the 
principles of nomination, election by the shareholders, 
and selection by professional bodies. Out of twenty-four 
directors, one-half were to be shareholders’ representa- 
tives ; four were to be chosen by the Chambers of Com- 
merce, viz. two each by the Associated Chambers and 
the Federation of the Indian Chambers of Commerce: 
four were to be nominated by Government (apart from 
the governor and two deputy-governors); one was to 
represent agriculture and was to be elected by the Indian 
co-operative banks. 

A new and novel principle was introduced by the 
creation of “electoral colleges’’ of shareholders for the 
purpose of selecting directors. All the shareholders on 
the five separate registers were to choose delegates, 
“and the delegates for the shareholders on a register 
shall elect, from among those shareholders, the directors 
to represent them on the board.’’ Among other things, 
the Bill provides that elections under the Bill may be 
held “according to the principle of proportional repre- 
sentation by means of the single transferable vote’’ if the 
Government thinks fit to make rules to that effect. 
Students of American constitutional practice will hardly 
welcome the device of the electoral college, and those 
who are conversant with Irish politics will look upon the 
introduction of proportional representation with some- 
what mixed feelings; but at any rate, the 1928 draft did 
meet Indian opinion on some points of importance. But 
it was never proceeded with, and only the future can 
tell what combination of proposals will be acceptable 
to the mind of India, if any prove acceptable at all. 
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The Protection of Single-handed 
Branches 


HE brutal murder of a solitary bank clerk at 
Ferryhill, County Durham, has revived discussion 

as to the protection afforded by banks to their 
stafls in branches operated by one individual. The 
popular tendency seems to be to assert that the only 
solution lies in maintaining a minimum of two officers at 
each branch, and possibly this contention is well founded ; 
but before reaching a definite conclusion on the point, it 
may be desirable to endeavour to divest ourselves of 
sentiment or panic and to attempt to examine the question 
a little more critically. First of all it will be agreed, as 
a generalization, that the banks will not subject themselves 
to criticism so long as the measure of protection afforded 
is commensurate with the risk involved. There may Le 
difficulty in deciding at what particular point protection 
becomes reasonably adequate, but it is clear that there 
is no need in this country to take such precautions against 
attacks on the banks, either with or without violence, as 
are necessary, say, in the United States. In that country, 
various bank cashiers are stationed in specially-protected 
grilles; bullet-proof glass is used as a screen; revolvers 
or other fire-arms are kept ready at hand; staffs are 
given revolver practice; machine-guns are kept trained 
on bank counters; armoured cars pay flying visits to 
banks, and bullion is moved under armed protection. 
These safeguards are not in operation in every bank or 
in every city, but though much more in evidence in some 
centres than in others, they are sufficient to indicate 
that in the United States as a whole, experience has 
proved that the banks and their officers are in need of 
very much greater protection than has ever been or is 
necessary in this country. Experience is, in fact, the 
real test, and the question for the British banks to decide 
is whether, in the light of experience, the safeguards at 
present provided are adequate and if not, in what way 
they should be improved. Let us consider what the 
experience of the British banks is. A close analysis is 
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somewhat difficult, owing to the absence of definite 
statistics, but speaking from memory, we have no recollec- 
tion of more than three bank murders in this country 
during the past generation, and even if this total is an 
under estimate, it will be agreed that for a long period, 
bank murders have been very infrequent. One of these 
three crimes occurred at a branch where several clerks 
were employed. The other two cases were at single- 
handed branches and have occurred within the past 
four years—in April 1924 and February 1g28—but in 
spite of these very unfortunate occurrenccs, there is 
little doubt that the degree of risk attaching to any 
particular branch of a bank, even when operated by 
one individual, is extremely small, notwithstanding that 
the number of one-man branches may perhaps Le greater 
than before the war. This statement certainly appears 
to be true if judged by the experience of, say, the past 
twenty-five years and not untrue even when judged 
by more recent experience. 

Life after all is full of risks. To travel by train, to 
cross the street, to retain cash in the till of a small local 
shop, is to incur some danger, and it is impossible to 
eliminate risk entirely. Nev ertheless, it cannot be denied 
that single-handed bank branches may, in some instances, 
though by no means in all, appear to -e vulnerable to 
attack and the banks will naturally wish that the pro- 
tection afforded to their staffs should be as ample as 
reasonably possible. 

In considering possibilities in this connection, it may 
seem callous to introduce considerations of expense and 
to appear to weigh them in the balance against human 
life, but in so far as the acceptance of the principle of 
a minimum of two officers to each branch necessitates 
the appointment of an additional clerk to branches where 
one at present suffices, a considerably increased outlay is 
involved. sane handed branches—at least in their 
early stages—can scarcely be very remunerative and the 
expense of an additional clerk might make many of them 
distinctly unprofitable. It is conceivable, therefore, 
that if the banks decided to adopt the minimum of two 
principle, the banking facilities available to the public 
might have to be curtailed, either by closing some of the 
present one-man branches, or by restricting the number 
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of new branches of that type in future. Even if at 
least two officers per branch are provided, the risk, 
though admittedly considerably reduced, is not eliminated, 
but whether the minimum of two principle is accepted 
or not, there are various other means of protection. 
Much may be done by a suitable office structure. It is 
possible so to equip an office as to make any ordinary 
attack extremely difficult, if not impossible. A clerk 
at a railway booking office, for example, is very in- 
accessible and the degree of inaccessibility could be sub- 
stantially increased in the case of the solitary bank clerk. 
Certain modifications would be necessary as compared 
with a railway booking office, because a clear sight of 
the person at the public side of the counter is a necessary 
part of banking business, and it is not possible to conduct 
banking operations in such an impersonal way as in the 
case of railway tickets. No doubt the institution of 
such additional safeguards into banking might somewhat 
impair the freedom with which the business is normally 
carried on, but special measures may be essential to meet 
special conditions. 

Precautions of the kind suggested might admittedly 
prove inadequate to meet a surprise attack by an armed 
and desperate criminal, but even in such a case a suitable 
office structure would help to diminish the risk, while it 
must be remembered that the noise of fire-arms, par- 
ticularly if a branch is close to habitation, is itself a 
deterrent to their use. The difficulty in the way of 
equipping the staff with revolvers lies in the danger of 
indiscriminate use and, apart from that danger, they by 
no means afford a sure measure of protection. 

The minimum of two principle may, perhaps, also be 
approached from the angle of considering each branch 
on its merits. In the case of a fully detached office, 
situated, say, in a very lonely neighbourhood and some 
distance removed from other property, the provision 
of at least two clerks, in addition to the institution of 
other precautions, might commend itself as the best 
solution. In branches not isolated, but in the centre of 
an active village, possessing clear glass windows and with 
the interior overlooked from the opposite side of the 
road, the provision of a suitably constructed office might 
conceivably be regarded as most appropriate, especially 
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as in all branches various means of instant communica- 
tion, alarm, etc., already exist or can be easily installed. 

There is also the question of police protection. 
Although the argument cannot be carried too far, it may 
be pointed out that the banks, in opening small one-man 
branches, are performing a useful service to the community 
and are entitled to look to the police for any protection 
they need to carry on their business unmolested. If 
the banks appoint two clerks where one is sufficient, 
they are, from some points of view, undertaking police 
work. No doubt the banks are expected to take all 
reasonable measures to protect their own servants and 
property before calling upon the police for assistance, and 
obviously the banks cannot expect a policeman to be 
stationed outside the small branch offices throughout 
banking hours. But while the problem is primarily one 
for the banks, the police cannot remain entirely indifferent 
to the implications of recent events. 

A further point to be borne in mind in considering 
this problem, is that the sums kept at these small single- 
handed branches are comparatively trivial; that prospect 
of immunity from detection for crimes of this kind has, 
in the past, proved quite small; and that in spite of 
recent events, the amount of crime, coupled with extreme 
violence in this country, remains very slight. 

No doubt the banks will weigh up all these factors 
in considering their ultimate policy, and, in reaching a 
decision, they will be able to take into consideration a 
good deal of other information not available to the 
general public. What that decision will be we do not 
profess to know, and the purpose of this article is not 
intended to refute the argument that the appointment 
of at least two officers to each branch is the proper 
solution, but to endeavour to throw a little more light 
on the factors underlying the problem. 


A Clock Money-Box 


A new money-box has been patented in the United 
States. The box is attached to a clock which is wound 
every twenty-four hours by inserting a dime. Several 
banks have placed orders for quantities of these boxes. 
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The Future of Central Banking 
in South Africa 


By Professor Arnold Plant 


DISCUSSION of the effectiveness of the South 
A African Reserve Bank may not inappropriately 
be opened by questioning whether its name calls 
attention to its most important function. Like most of 
the provisions of the two Acts under which the bank 
operates, the name is American in origin; and probably 
no feature demonstrates more forcibly the sterility of 
mere imitation. The United States contains approxi- 
mately 30,000 separate banks, South Africa only six. 
Five hundred and ninety-seven branches and agencies, 
out of a total of 623 bank offices open in the Union in 1925, 
belonged to the two dominating commercial banks. 
Before the Reserve Bank came into existence in 1921, 
bank reserves were already centralized to a far greater 
degree than they are today in the United States, fourteen 
years after the passing of the Federal Reserve Act. No 
considerable economy was therefore to be secured in South 
Africa by merely increasing the degree of centralization 
of reserves by 2 or 3 per cent., and a purely secondary 
provision of the C urre ncy and Banking Act of 1920 has 
thus been singled out for special emphasis in its title. 
The point is not quite so insignificant as it appears 
at first sight. The general public hoped in 1920 that the 
new bank would take positive action in their interest 
against the two dominating banks, which were by no 
means strongly competitive in all spheres. The Reserve 
Bank, for reasons which are perfectly clear and which 
will be explained in the next few pages, has not achieved 
all that was expected of it; and the impression is arising 
that this type of bank was not really wanted at all, with 
the result that, instead of pressing for necessary changes 
in its powers, one section of the public is now renewing 
the agitation for a State-owned and politically-controlled 
institution. It may still be desirable to amend the name 
either to “The South African Bank,” by dropping the 
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word “Reserve,” or, taking advantage of the wording 
at the head of chapter 2 of the 1920 Act (“ Establishment 
of a Central Reserve Bank’’), to “The South African 
Central Bank” by substituting the word “Central’’ 
for “ Reserve.’ 

It is unnecessary to devote space in a journal of this 
description to a detailed account of the powers and func- 
tions of the South African Reserve Bank, which are 
clearly set out in the Currency and Banking Act of the 
Union Parliament, No. 31, of 1920, creating the bank, and 
the Amendment Act, No . 22, of 1923. I propose there- 
fore to call attention to those features which appear after 
seven years of the bank’s existence specially appropriate 
or inappropriate to South African conditions. 

The original measure was supported in different 
quarters for different reasons. There was, first, the official 
desire to see the note-issuing powers of the commercial 
banks transferred to one central unifying authority, a 
desire which was cordially approved by a general public 
which associated bank profits with expanding currency. 
Secondly, there was the discontent of importers and 
exporters with the wild fluctuations in exchange rates, 
the arbitrary fixing of the rates by agreement ‘be tween 
the two principal banks, and the resulting wide margin 
between buying and selling rates, which ‘only the very 
strong merchants, who could fix up their exchange be- 
tween themselves or by arrangement with the diamond 
exporters, were in a position to avoid. Thirdly, there 
were, of course, those who considered the advance policy 
of the commercial banks misdirected and unsympathetic 
to national aspirations. Thus, there was plenty of 
support to be won by a well-drafted measure, even if 
disillusionment was bound to follow. The State Bank 
enthusiasts alone were hostile. They made much of a 
‘gentlemen’s agreement”’ that the new bank would not 
embarrass the commercial banks by active competition 
during the period of exchange difficulties and the ensuing 
depression. That agreement was, in fact, unnecessary 
in view of the limitations imposed by the Act on reserve 
bank operations. 

One change has been made in the constitution of the 
board of directors. Under the 1920 Act, the Government 
appointed eight of the eleven directors, three of the 
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eight being bankers nominated by the stockholding 
banks. As in the Federal Reserve Act, tw o—the Governor 
and Deputy-Governor—were to be “persons of tested 
banking experience.’ By the terms of the Amending 
Act of 1923, the banking representatives ceased to be 
members of the board, and instead of three members 
elected by the stockholders other than the banks, who 
“at the time of their election must be actively engaged, 
one in commerce, one in agriculture, and one in some 
other industrial pursuit,’ the new Act provided for six 
members, chosen by the same electorate, “who must be 

have been actively engaged,” three in commerce or 
finance, one in agriculture, “and two in other industrial 
pursuits. The new constitution has widened the choice 
of men of ripe experience, and lessened the danger of 
appointment of men preoccupied by other business 
interests. A new suggestion, which calls for attention 
on account of its origin, was made recently in a paper by 
the chairman of the Board of Trade and Industries (Dr. 
A. J. Bruwer, reprinted from the ‘‘ South African Nation,’ 
October 1927), thatthe existing directors should be replaced 
by seven directors all appointed by the Government, with 
the Minister of Finance as chairman ; a change equivalent 
to replacing the directorate of one of the Federal Reserve 
Banks by the United States Federal Reserve Board. 
Dr. Bruwer did not enumerate any existing defects which 
would thereby be eliminated, and the proposal i is open to 
the grave objection that it would subject the management 
and “policy to Government control and the influence of 
politics. The present personnel of the board may fairly 
be claimed to meet the requirements laid down recently 
by Sir pong Harvey (“Economic Record,” Australasia, 
vol. iii, No. iv, *, May 1927) that ‘“‘even where the interests 
ofa Gevaanaas in a central bank are held to be so great 
as to require governmental representation upon the board 
of the bank, such representation should always be limited 
to a minority of the board. For the rest the board should 
consist of persons . . . of such standing and indepen- 
dence as to ensure that the affairs of the bank will be dealt 
with in a broad and statesmanlike spirit, without regard 
to personal or petty sectional interests.’’ On the other 
hand, the principle of representing class interests may 
prove inconveniently far-reaching. The original Federal 
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Reserve Act intended a regional representation, and it 
may well be doubted whether it is wise to limit the choice 
of the best available men by a constitution which panders 
to feelings of “‘class-consciousness.’ 

The removal of the representatives of the banks from 
the board was rightly accompanied by the release of the 
banks from the obligation to subscribe stock equal in 

value to 5 per cent. of their paid-up capital. Banks 
which dispose of their holdings may not repurchase 
Reserve Bank stock in excess of £10,000, and their 
maximum voting rights are limited by the 1923 Act to 
that figure. The anomaly still exists, however, that the 
banks are compelled by law to deposit reserves in an 
institution which may be competitive, but in the choice 
of whose directors they have no voice. The bank may de- 
clare dividends up to a maximum rate of 10 per cent. (as 
compared with 6 per cent. in the Federal Reserve Banks), 
and that maximum figure has already been reached. 

The aanet important sections of the two Acts of 1920 
and 1923 are those which lay down both the classes of 
business ‘which the bank may undertake and also those 
which it may not undertake. The clauses which definitely 
prohibit certain classes of operations have never been 
criticized, except by people who imagined that the Central 
Bank would also act as a commercial bank, building 
society, and investment house combined into one. The 
bank may not trade, deal in bank shares, make advances 
against mortgages of fixed property, make unsecured 
advances, draw or accept bills payable except on demand, 
accept money on fixed deposit, or allow interest on loans. 
No one will cavil at any of these provisions. On the other 
hand, a large class of banking business is neither pro- 
hibited nor permitted under present legislation. Those 
responsible for the Acts appear in their anxiety to avoid 
disaster to have reduced the bank to almost complete 
impotence. There is much to be said for legislating on 
either the positive but ultra-cautious policy “of defining 
simply what the bank may do, or the negative but more 
courageous plan of prohibiting such operations as are 
inconsistent with the responsibilities of a central bank and 
then leaving to the Governor and his board freedom to 
act as circumstances demand. A middle position is 
hardly defensible even as a temporary expedient. 
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The management of the note issue is controlled by the 
usual Feder ‘al Reserve conditions, i.e. a minimum gold 
reserve of 40 per cent. and an elasticity clause permitting 
the suspension of this requirement with Treasury approval 
subject to a graduated tax and an equivalent increase in 
rates charged to customers. Fortunately, we have so 
far had no occasion to suffer the repercussive effects of 
the use of that clause. The policy of the bank in con- 
trolling note circulation is summed up in the Governor’s 
statement at the annual meeting in 1926: “Our main 
object as a central bank must ever be to maintain the 
value of the South African pound at par with the amount 
of gold which the Mint puts into a sovereign.” The only 
control of bank credit in South Africa by the Reserve 
Bank is achieved by manipulation of the note circulation. 
The weekly statements show that during the last two 
years, for example, the value of notes in ‘circulation fell 
from fm. 9'107 (week ended Jan. 2, 1926), to a lowest 
point of £m. 6°748 (Sept. 18, 1926), rising to £m. 8°575 at 
the end of that year; while in 1927 7 the weekly figures 
show a continuous rise throughout the year, reaching 
£m. 9°309 in the week ended December 30. At the end 
of each month there is a regular increase of approximately 
£m. 1°5, as compared with the mid-month figures. 

Against deposits and bills payable the Reserve Bank 
must maintain a minimum reserve of 40 per cent., of 
which up to one-quarter may be held outside the Union. 
During 1926, bankers’ deposits were the only item of 
importance, reaching {m. 7':070 when swollen by Govern- 
ment revenue receipts in the last week of February, and 
at no time falling below {m. 4619; whereas “Other 
Deposits”’ fluctuated between £780,000 and £49,000. 
Following the opening of five branches of the Reserve 
Bank at Cape Town, Johannesburg, Port Elizabeth, 
East London, and Durban, in addition to the Pretoria 
headquarters, the Government accounts were transferred 
to the Reserve Bank at the beginning of 1927. Govern- 
ment deposits average between {m. 1°5 and {m. 2, and 
at the end of the financial year approach . fm. 3. The bulk 
of this business is handled direct by the bank branches, 
but, as in England, the commercial bank branches are 
utilized in country districts. The effect of the transfer 
of the account can be seen in the drop in the item, “‘ Money 
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at call outside the Union,” in the quarterly statements 
of the commercial banks, and possibly in the curtailment 
of overdrafts by one of the banks later in 1927, accom- 
panied by increases in the graduated interest rates offered 
on time deposits. The Government account renders the 
Reserve Bank less dependent upon the compulsory de- 
posit of commercial bank reserves, and raises the question 
whether the element of compulsion need be retained. 
The provision in the 1923 Act that all banks must deposit 
10 per cent. of their demand liabilities and 3 per cent. of 
time liabilities follows American legislation rather than 
American practice, for the Federal Act does not compel 
the thousands of State banks to comply. We have 
already shown that the gain by additional centralization 
in South Africa is very “slight. Evidence taken by the 
1925 Commission showed that the Standard Bank made 
no use of the rediscount facilities, and the removal of the 
existing anomaly might do much to create the atmosphere 
in which the Central Bank could co- operate more effec- 
tively in the public interest with the commercial banks. 
The total percentage reserves maintained by the banks 
are no greater than be fore; the banks are now accustomed 
to holding reserves in the central institution, and it is un- 
likely that the alterations would do more than improve the 
feeling between them. Is it not sufficient to insist on a 
certain minimum percentage of reserves to liabilities being 
maintained, leaving it to the banks to discover where in 
the long run it is in their best interest to hold them ? 

It has been maintained that because tradition carries 

) little weight in new communities it is necessary and 
possible to establish by law the traditional relations 
existing in older countries. That view implies that the 
present generation has lost the capacity of its predecessors 
to create traditions for its own good and that it is incom- 
petent to choose the course which is best for itself. Co- 
operation enforced by statute usually fails by destroying 
the spirit which alone makes it advantageous. The 
failure of attempts to compel farmers to co-operate 
should make South Africa ready to abandon the idea of 
compelling bankers to trust their funds to each other. 

The discounting functions of the Reserve Bank have 
been limited by the almost entire absence of a local short- 
loan market and the unsuitability of the American 
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provisions in our legislation. Although general discount 
rates have been forced down, the Reserve Bank has been 
unable to influence general credit conditions either by 
manipulating its discount rate or by the purchase or 
sale of securities. To observers in England and where the 
existence of a short-loan market is accepted as a matter 
of course, the energetic campaign of the Governor of the 
Reserve Bank to popularize the trade bill in general 
business may appear to be a retrogressive step; but in 
South Africa a much more primitive economic system 
obtains. In a succession of bad crop years advances to 
farmers become “frozen outstandings,” the retail store- 
keeper holding mortgages on farm property, wholesalers 
becoming virtual debenture holders in retail businesses, 
and the banks being unable to liquidate the overdrafts 
granted to wholesalers without causing a succession of 
insolvencies, the use of the trade bill has very slowly, 
but steadily, increased. Discount rates on import and 
export bills have been generally lowered, consequent 
upon the elimination by the opening of Reserve Bank 
branches of the commissions, and trouble incurred in 
transmitting bills and cash to Pretoria, which formerly 
offset the saving of I per cent. offered by the Reserve 
Bank. Nevertheless, the Reserve Bank board has been 
regretfully compelled to employ overseas, in the discount- 
ing of foreign bills, between {m. 3 and {m. 6°5 during the 
last two years, compared with holdings of domestic bills 
varyng from as low as £15,000 to a_highest point of 
fm. 2°18. In addition, Union Treasury Bills are discounted 
for the Government in London out of funds held overseas. 

Investment overseas for short periods is, however, 
an expensive operation, and an arrangement was made 
last year whereby the bank issues three-month Union 
Treasury Bill in the Union, discountable at fixed rates. 
The commercial banks have replied with improved rates 
on time deposits. 

The 1925 Commissioners made a series of proposals 
for increasing the operations of the Reserve Bank in the 
open market, the aim being broadly to enable it to hold 
any high-grade liquid paper, preferably self-liquidating 
and of short maturities, that is available. They men- 
tioned in particular commercial paper up to 120 days’ 
currency, secured by warehouse receipts against stable 
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commodities, against which the bank might be allowed 
to lend up to 75 per cent. of their current market value. 
In addition, they recommended that the bank be per- 
mitted to discount commercial bills up to 120 days’ 
currency, instead of ninety days, as at present; that it be 
allowed to invest within limits in South African Govern- 
ment securities exceeding six months’ maturity, to lend 
to the commercial banks for periods not exceeding fifteen 

days, against any collateral which it is legal for the bank 
to rediscount ; and to hold outside the Union any surplus 
reserves above 75 per cent. of the minimum requirements. 

In South Africa, where two large and one small 
branch banks share the bulk of the banking business of 
the Union, the Central Bank must be ready to ensure to 
the public the provision of adequate banking facilities at 
reasonable terms. All reasonable objections against its 
open market operations are met if the legislation control- 
ling its operations precludes it from being actuated in its 
dealings by the need for making profits, and at the same 
time ensures that it retains its assets in liquid form in 
case of emergency. 

Finally, the operations of the Reserve Bank in con- 
nection with exchange business deserve attention. Since 
the elimination of serious risks by the return to the gold 
standard in 1925, the Reserve Bank has performed a 
useful and profitable function by maintaining a fund pr 
the Bank of England, employed at intervals in the London 
“call” market, to meet large and frequent demands for 
exchange from the commercial banks. The constant 
demand for sterling for investment purposes maintains 
the English pound at a premium of about 0°5 per cent. on 
the South African pound, excepting when a particularly 
heavy export season tends to bring the rate down to par. 
The holding of part of the reserves and other funds at 
the Bank of England explains the earmarking of gold 
“for the account of the South African Reserve Bank,’ 
which has figured in recent years in the Bank of England 
statements. The amounts involved are not likely to 
affect the reserve ratio of the Bank of England sufficiently 
to disturb the English credit position. On the other hand, 
however, it is a moot point whether reserves held 6,000 
miles away can be regarded as available in times of emer- 
gency. If the proximity of the Rand refineries lessens 
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the risk, the legal minimum reserve is possibly excessive ; 
but it should be noted that the Reserve Bank at present 
maintains a reserve of at least 50 per cent. 

For seven years the Reserve Bank has rendered a 
valuable service to sound finance in South Africa by 
averting the danger of a politically-controlled bank. It 
can continue to do so in the future only if its powers of 
protecting the public interest are strengthened. The need 
is now so widely recognized that amending legislation 
may confidently be expected at an early date. The 
Reserve Bank has, moreover, proved its usefulness by 
one other signal service. The competition for business 
has compelled the commercial banks to maintain a chain 
of branches throughout South Africa, which are now 
essential to the business life of the community, and when 
the continued existence of the National Bank was 
threatened in 1922-23 the Government was compelled 
to go to its assistance. The Reserve Bank machinery 
then proved to be invaluable as a means of combining 
the necessary support with the equally necessary expert 
control of the bank’s operations. Central bank experience 
in South Africa has taught us two. main lessons: first, 
that the economic conditions in two countries must be 
very similar if the banking institutions of the one are to 
be successfully imitated in the other; and, secondly, that 
the advantages of co-operation between two parties are 
due more to the spirit which prompts it than to the form 
of the institutions in which that spirit finds its expression. 
Much harm will be avoided if our legislators will bear 
those lessons in mind. 


National City Bank of New York 


Mr. C. V. Sheehan, of the City of London branch of the 
National City Bank of New York, and Mr. H. A. Koelsch, 
manager of the West-End branch, have been appointed 
assistant vice-presidents of the bank. Mr. Koelsch will 
be transferred to the head office as representative of the 
European Division. Mr. Lawrence Slade, assistant 
manager of the National City Bank (France), has been 
transferred to the City branch, London, and Mr. Cassel 
St. Aubyn has been appointed sub-manager in charge of 
the West End branch. 
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The Case for Municipal Banks 
By J. P. Hilton 


(General Manager, Birmingham Municipal Bank) 


HE Treasury, in September 1926, appointed a 
Committee consisting of Lord Bradbury, Sir 
Laurence Halsey, Sir Harry Haward, Col. the Hon. 

Sidney Peel, and Sir William Schooling, 

to consider whether it is desirable to permit a further examination of 
Municipal Savings Banks and, if so, within what limits and subject 
to what conditions, statutory, or otherwise. 

The report of the Committee has now been made 
public, and the conclusion reached that “in view of the 
present position of national finance the extension of 
municipal savings banks within the next ten years would 
not be in the interests of the community as a whole.”’ 
The Committee, however, appear to think it desirable 
that existing thrift institutions should be granted extended 
powers, and that there should be an extension of trustee 
savings banks in areas where they do not exist. 

The Committee have taken evidence from represen- 
tatives of the Birmingham Municipal Bank, which is the 
only such bank in existence, and they have been furnished 
with much information to enable them to conduct their 
investigations. After a searching examination into the 
working and achievements of the bank, it is gratifying to 
find eloquent testimony paid to it. The Committee refer 
to the “‘ enthusiasm and efficiency of its direction,’”’ and 
the “‘ sentiment of civic pride’ to which the bank has 
appealed. They assert there can be no doubt that the 
bank “‘ has achieved a success of which Birmingham is 
justly proud ’”’; they pay a compliment to municipal 
spirit which is ‘“‘ unusually powerful ” in Birmingham ; 
they admit that the bank is “undoubtedly rendering 
very real service to thrift ’’; they tell us it is “a living 
institution with a vigorous individuality of its own, 
and they are satisfied it has come to hold “a high place 
in the minds of a great number of the citizens.’ 

Local Government administrators elsewhere will be 
disappointed with the report, and will not be satisfied 
with the suggestion that they are less competent than 
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Birmingham administrators, or that they cannot be relied 


upon to create equal enthusiasm or zeal in the cause of 


thrift. Local patriotism is not a monopoly of Birming- 
ham, and those who are responsible for the municipal 
administration in other areas are entitled to claim that 
they take as great a pride in their towns and discharge 
their public duties in a wise and beneficent manner. 

The report states that “ habits of thrift promote a 
certain stability of mind and outlook,”’ and “ contribute 
greatly to the ultimate happiness and well-being of 
those who practise them.”’ Accepting that view, it is 
somewhat perplexing to understand why a municipality 
should be prevented from using its influence in connection 
with such good qualities through the medium of a 
municipal bank. 

The Birmingham bank has never pretended to be 
anything other than what it is, and perhaps it is as well 
that the position should be clearly stated. It is a savings 
bank, having the guarantee of the municipality ; it accepts 
deposits from the citizens and allows interest thereon ; 
through a department of the bank advances are made 
to assist depositors to purchase their houses, and 
convenient facilities are provided for the payment of 
municipal accounts, such as water, gas, electricity, etc. 
Safeguards are introduced by way of regulations which 
ensure the bank being conducted on _ savings-bank 
lines, a fact admitted in paragraph 136 of the report. 
The bank is the safe custodian of the savings of the 
people; it aims at developing habits of thrift ; it seeks to 
give those who practise thrift as reasonable a rate of 
interest as can prudently be allowed ; it cultivates a spirit 
of independence by encouraging house-ownership; it 
seeks to make the citizens happier and more contented, 
and it makes a contribution to economic civic admin- 
istration by simplifying the collection of municipal 
accounts. These are worthy aims, and such as any 
municipality should be proud to achieve. 

The advantages of a municipal bank are many; the 
depositor has unquestionable security in the guarantee of 
the municipality; he can rely upon the provision of 
reasonable and convenient facilities to practise thrift; 
he has the knowledge that the management of the bank 
will be in the hands of those whom he elects to serve him ; 
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he knows that it is subject to the fierce light of public 
criticism, and that his representatives must give an 
account of their stewardship to the council and ultimately 
to the public; he feels he has a direct interest in the 
control of the bank; he can obtain assistance towards 
the purchase of his house on terms and conditions un- 
equalled by other lending organizations, and he can 
save expense in remittances in settling his municipal 
accounts. 

It can scarcely be denied that the municipality is in 
a stronger position to arouse an interest in thrift than 
any other organization, even the State. The State has 
realized the value of municipal interest in thrift on many 
occasions, and references are made in the report to 
“local sentiment,” “local pride,” etc. It is stated that 
“the Mayor or the chief representative of the local 
authority is frequently the President’’ of local savings 
committees, presumably because of the influence he can 
wield by virtue of his office. Again, it is urged that 
trustee savings banks should be brought into “ closer 
touch with municipal and otber important local interests.”’ 
There being common agreement on the importance of 
municipal influence in the cause of thrift, it is re- 
markable that objections should be raised when it is 
suggested that this influence should be exerted by the 
municipality directly instead of indirectly. 

Witnesses on behalf of municipalities contended that 
a municipal bank would encourage “ new thrift ’’ and 
“appeal to a sentiment that was not reached by any of 
the existing organizations.’”’ One cannot doubt that 
such would be the case, and it is difficult to imagine 
any conflict of evidence on that point amongst those 
who represented the municipalities. 

The report, in appendix 2, seeks to demonstrate the 
effect of the Birmingham Municipal Bank on other forms 
of savings; but it is impossible to estimate the source of 
the deposits in the bank, or to trace their destination by 
way of withdrawals. Only hypothetical conclusions 
can be arrived at, and because of their uncertainty they 
are not convincing; but even if the low estimate of one 
million pounds represents “ new thrift ’’ in the Birming- 
ham Municipal Bank, is not that sufficient testimony in 
itself as to the value of the bank ? 
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As regards the country generally, it is suggested that 
the ground is “ well covered’ by existing organizations ; 
but it is also suggested that “‘ there is considerable scope 
for the further encouragement of thrift.’ Surely the 
people best qualified to judge of the need or otherwise of 
a municipal bank are the municipalities themselves ; and 
when it is known that scores of municipalities are without 
savings-bank facilities, other than the Post Office, the 
statement that the ground is “well covered” can 
scarcely be accepted. 

The opinion expressed that the establishment of a 
municipal bank would mean the closing down of existing 
trustee savings banks may or may not be a correct one, 
but it cannot be advanced as an argument against the 
setting up of municipal banks. If the latter can be 
more effective in the cause of thrift, the denial of the 
power to establish such banks must be attributed to 
causes other than that of thrift. The people concerned 
would prove in due time whether they preferred the one 
or the other type of savings bank. 

It is admitted that “a ready supply of capital is 
in itself a convenience to local authorities,’’ and it is 
appreciated as important that “local authorities should 
be able to finance their requirements without undue 
difficulty.’’ Some help in this direction would be forth- 
coming as the result of a municipal bank, and it is 
ungracious to deny municipalities that assistance. The 
report admits that the amount available for use in 
capital expenditure would be “‘comparatively small,” 
and any risk must therefore be ‘comparatively small.” 
It should be remembered that the extent to which 
municipalities can embark on capital expenditure is 
largely regulated by Government departments, who must 
satisfy themselves before sanctioning the expenditure. 
The suggestion that the accumulation of savings in a 
municipal bank may lead to extravagance in municipal 
expenditure is somewhat ‘thin,’ and one can but express 
regret at the suggestion. It is all the more difficult to 
understand in face of the statement that the available 
amount would be “comparatively small.’’ The fact 
that depositors, on the one hand, would seek as high 
a return as possible for their money, and ratepayers 
(many of whom would be depositors) would, on the 































ON 


ERE Ete: 






















CASE FOR MUNICIPAL BANKS 3497 





other hand, seek to obtain as low a payment as possible 
in respect of rates, should tend towards stability and not 
towards extravagance. The Committee are a little unjust 
in suggesting that, because a municipality cannot go 
bankrupt, precautions would not be taken against the 
possibility of running short of ready money. Those who 
control the finances of a municipality are entitled to a 
higher testimony than that; and, indeed, the Committee 
appear to realize, to some extent, their value by stating 
in paragraph 131, “We are much impressed with the 
great vigour of municipal life in this country, the general 
efficiency of local government, and the immense value 
of the civic spirit...” If municipal extravagance would 
be encouraged by municipal banks, is it not reasonable 
to assume that national extravagance operates as the 
result of national or semi-national forms of thrift ? 

Objection is taken to municipal banks on the ground 
that investments might be made in long-term Government 
securities, or that the money would be used for corporation 
purposes, and we are told that borrowing short and lend- 
ing long is a practice “‘repugnant to sound principles of 
banking.’’ The State apparently does not adhere to that 
sound principle, as it is admitted that savings-bank 
deposits are used for capital expenditure in connection 
with telephone construction, loans to local authorities, 
etc. The only difference between the State following 
such a practice, and a municipality observing a similar 
practice, is one of comparison, and not one of principle. 
It is obvious that the risk in the case of the State would 
be spread over a larger area than would be the case with 
a municipality, but that is no argument against a 
municipality copying the example of the State, and it 
should not be beyond the ability of the Legislature to 
safeguard the risk by way of regulations. 

The doubt as to the ability of a municipality to meet 
large and sudden withdrawals presupposes that  pru- 
dence would not be exercised in dealing with the matter 
of investments; but that is hardly fair to those who have 
financial obligations to discharge. The experience of the 
Birmingham bank in this matter shows that in the short 
space of seven and a-half years over eleven and a-half 
million pounds have been repaid to depositors out of 
liquid funds of the bank, and without any necessity to 






































THE BANKER 





398 


call upon the corporation to realize any security which 
it holds, or to advance any portion of the money. Pre- 
sumably, what Birmingham has done other municipali- 
ties can also do. It would be the duty of the municipality 
to meet sudden and heavy withdrawals, and to do so it 
would, in the first place, fall back upon the liquid funds 
which it controls; should these fail to meet the demand 
the municipality could obtain assistance from its bankers 
with whom it would be able to deposit securities sufficient 
to cover the advance. If these measures would not meet 
the situation it can reasonably be assumed that “foul 
financial weather,’’ referred to in the report, would, 
indeed, have been encountered, and the position in which 
a municipal bank might find itself would be the position 
in which the commercial banks and other institutions 
would be found. The report states that “every bank has 
a responsibility not merely to its own depositors, but to 
all other banks, and to the whole community.” This 
being so, it is inconceivable that a banker to a munici- 
pality would refuse to lend such assistance as may be 
necessary to tide over the temporary embarrassment, 
which would be relieved immediately confidence was 
restored. The restoration of confidence, it is believed, 
would be more quickly established by the municipality 
than by any other organization. Would it be wrong to 
say that the municipality is the best customer of a joint- 
stock bank, and is it likely that such a bank would decline 
to assist its best customer ? Would it be wrong to say 
that the joint-stock bank is the friend of the municipality, 
and, if so, would not that friendship result in co-operation 
in times of difficulty ? 

While it is wise that precautions should be taken to 
guard against an extraordinary happening, it is hardly 
justifiable to say that a municipal bank should not be 
established because of the necessity for taking pre- 
cautions. The risk which a municipal bank might run 
in not being able to meet the demands of depositors 
would be a slight one, as the report admits, and that being 
so undue emphasis should not be laid on the risk. 

The objection to an extension of municipal banks on 
the ground of “embarrassment to national finance”’ 
would appear to be the real reason for the conclusions 
reached by the Committee, but even in this respect it is 
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difficult to follow the line of reasoning in the report. 
Trustee savings banks, according to the report, invest 
80 per cent. of the funds of their special investment 
departments in mortgages on local rates, and it is sug- 
gested that still closer contact should be obtained by 
these banks with the municipality, presumably by way 
of further investments. Any such policy must tend 
towards diverting money from national finance to local 
finance, and would, therefore, be an embarrassment to 
the former. Similarly, the greater use by municipalities 
of the funds available through the national savings 
certificate system would also cause embarrassment, and 
yet these two methods appear to be advocated. 

In one part of the report we find it stated that the 
establishment of municipal banks might result in the 
downfall of trustee savings banks, and in another part of 
the report it is stated that the latter banks are “‘ firmly esta- 
blished,’’ and that they inspire confidence in the minds 
of depositors. It is not easy to understand why the down- 
fall of “‘firmly established’’ banks should be suggested 
as the result of the setting up of another type of bank. 

The Committee state that they “do not claim any 
detailed knowledge”’ of the position and activities of 
trustee savings banks, but proceed to recommend an 
extension of their activities and even the establishment 
of new banks. The absence of direct representation on 
the management of these banks is drawn attention to, 
and the suggestion of closer contact with the municipality 
is urged. The reason for this suggestion is not sufficiently 
clear, but the report would appear to suggest that direction 
and control by elected representatives is objected to. This 
will come as a surprise to many who hold to the view that 
those who are most keenly interested by way of depositor- 
ship should have a more direct voice in the control. 

The paragraph in the report which deals with muni- 
cipal banking companies, such as have been established 
in certain Scottish towns, suggests a change of name. 
While it may be desirable to eliminate the word 
“municipal,” it is unlikely that those who have evolved a 
scheme for setting up these banks will be at a loss for an 
alternative title, and it is doubtful whether any such 
change will affect the depositorship of these banks. 

It is in the interests of commercial banks to support 
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the establishment of properly constituted municipal 
banks, with whom they would have direct association. 
After all, the municipal bank would be complementary, 
and not alternative, to the commercial bank. Although 
very briefly réfe rred to, it is stated in the report that 
joint-stock banks have devoted considerable attention 
to attracting small savings and to developing savings- 
bank departments. One is familiar with the efforts 
which have been made, but it is extremely doubtful 
whether commercial banks will ever induce working classes 
in the mass to use their machinery. The possibility of 
masses of the workers being seen at the same bank 
counters as their employers is remote; the system of a 
commercial bank, the atmosphere associated with it, and 
the inconvenient hours of business, all tend to detract 
rather than attract the working classes. To be success- 
ful, even to a limited degree, a commercial bank must be 
prepared to open its doors during evenings when the 
workers have the money available. It has been found 
necessary in Birmingham to open the Municipal Bank 
during Saturday and Monday evenings, and on these two 
days 75 per cent. of the business is transacted. 

Some twelve months ago certain newspapers made 
comments as to the high management costs of municipal 
banks, and compelled the Birmingham bank authorities 
to issue a denial. The figures which the Birmingham bank 
submitted at that time have proved to be well founded, 
and the evidence contained in appendix 4 (section 3) 
disposes of this ‘ bogy.’ 

Although the functions of a municipality are “already 
many and varied,’ there seems to be no end to new 
duties and responsibilities being placed upon them by the 
Legislature; and although the Committee think that 
savings-bank work is not such as a municipality should 
undertake, it is difficult to defend that view. The 
education of children, the health of the inhabitants, the 
housing of people, and the maintenance of essential public 
services, are no less important than the provision of a 
safe harbour for the savings of the people; and if it is 
admitted that municipalities are competent to discharge 
the important public services now devolving upon them, 
there seems to be little ground for objecting to the 
addition of municipal savings banks. 
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The French Capital Market 


By Joseph Caillaux 


(Sénateur, Ancien Président du Conseil) 


WO important facts have recently modified con- 

ditions on the French financial market. In the 

first place, the embargo on the export of capital 
has been suspended ; se condly, the American Government 
has withdrawn its opposition to the loans which French 
industry desired to place in the United States. 

It is interesting to examine the consequences of these 
two measures which are a contribution to the restoration 
of pre-war conditions. They cannot fail to influence 
French economic life which, for the last fourteen years, 
has lost contact with the international financial market. 

In restoring to French capital the right to cross the 
frontiers the Minister of Finance hoped above all to 
modify a development which could not fail to give rise 
to anxiety. As is known, since the recovery of the franc 
and the “wave of confidence ” an enormous mass of 
foreign capital has swamped the French market. We 
may estimate at twenty-five milliard francs this influx, 
which has forced the Bank of France, if not to create 
notes, at least to open credits to a corresponding amount. 

After conceiving the idea of reabsorbing a part of this 
mass by a large loan, and rejecting it for reasons which 
will be explained later, the French Government seems to 
have supposed that freedom of export would greatly 
relieve the French market. 

This hope has not been fulfilled, it must be confessed, 
and it could not have been otherwise. Doubtless the 
mass of twenty-five milliards included part of French 
capital returning from a more or less regular voyage, 
which might have been encouraged to move again by 
legal freedom of exit. But, for one thing, this capital 
was only a small part of the recent influx and, further, 
the holders in bringing it back to France and keeping 
it here were actuated, and are still actuated, by the same 
motives as those of the foreign capitalists who are seeking 
in Paris an opportunity for speculative profits. 

This opportunity still seems to exist. The Govern- 
ment pronouncements have not excluded the hopes of 
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profit which a further revaluation of the franc would 
procure for international speculators. Quite the contrary. 
While awaiting better things, these speculators have 
found on the Bourse the possibility of not inconsiderable 
profits in rentes and industrial securities. But since this 
is a matter of speculation and not of long-term invest- 
ment, and since the slackening of French economic life 
has set other capital free, the mass of milliards is always 
present and always liquid. 

It is systematically withheld from long-term invest- 
ment, or else it imposes such conditions that borrowers 
hesitate and await better times. As a result the market 
at Paris finds itself in a paradoxical situation. 

Short-term money is cheaper there than anywhere 
else. Only in Sweden and Switzerland is the official rate 
at 34 per cent. as in France. On the other hand, issues 
can only be made in French centres today at above 7 per 
cent. 

This situation has evidently been a factor in the 
decision of the French Government not to issue the loan 
which it had in mind. It was plain to them that they 
could not absorb an appreciable part of the floating capital 
except by offering terms which would have produced 
a lamentable reaction on the price of rentes. 

The decision of the U.S. Government to open the New 
York market to French industrial loans does not improve 
the situation which I have just described, but rather 
complicates it. In face of the exacting terms demanded 
by the owners of liquid capital in Paris, our large enter- 
prises are looking abroad. The American market is 
tempting. Although the discount rate there has recently 
been raised to 4 per cent., the Orleans Railway Company 
has just negotiated a conversion loan at 54 per cent. 
nominal, 5? per cent. actual. 

But not all our industries are railway companies, 
which, even if they burden themselves with a debt service 
for the profit of foreign lenders, cannot pledge part of the 
property of their undertaking. It is well known that 
other French borrowers who have established relations 
with American banks, in return for a relatively favour- 
able rate of interest, have in most cases had to grant con- 
cessions of a nature which involves nothing less than the 
transfer of the control of their industry into foreign hands. 
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Even if such claims are not formulated—and this is 
rarely the case—we cannot without disquietude see 
French production becoming for many years a tributary 
of the New World, and the vitally necessary reconstruc- 
tion of national saving thus compromised. 

This kind of appeal to foreign credit seems to me to be 
particularly dangerous. I must apologize for speaking of 
myself, but I cannot help recalling that during my last 
period of office I took special precautions to prevent 
private enterprises rushing haphazardly to contract 
external loans. 

The assistance of foreign capital was no doubt neces- 
sary, but I intended that it should be organized and 
controlled by the State, which, through the intermediary 
of the Bank of France, would have allotted, regulated, 
and limited the influx among private enterprises. The 
mortgage on the country thus acquired would have 
been reduced to a strict minimum. 

The method followed has been quite different. The 
milliards of francs now on the market, which are avail- 
able at such low rates for short periods and at such high 
rates for long-term investment, represent, as I have 
demonstrated in previous articles, a recourse to foreign 
credits. But the conditions of the transaction are such 
that these foreign loans remain, unemployed and un- 
employable, as a burden on the French market, and as a 
result it is necessary to resort to the other form of credits 
which will enable the economic and financial imperialism 
of the New World to develop to the eventual detriment 
of French prosperity. 

All these indirect increases of the real indebtedness 
of France threaten to retard the economic renaissance 
of the country, to dispossess it partially, to reduce its 
capacity for saving, and to postpone the eminently 
desirable day when it will once again become “ a lending 
nation.” 

Banker for the world before the war, France in the 
last few years has had to reorganize its foreign portfolio. 
The latest statistics before the catastrophe estimated 
external investments in 1906 at 32 milliards. The 
figures for 1927 give 201 milliards. Allowing for the 
depreciation of the franc, this represents a value slightly 
higher than in 1906 and probably equal to that of 1914. 
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But against this must be set external debts which 
did not exist previously, the total of which—public and 
private—must be estimated at at least double the 
amount of French investment abroad. 

To improve the balance so that the French market 
may progressively return to its pre-war position it is 
necessary to lower the price of French capital and to 
reduce certain taxes, so that French production should 
once more create abundant new wealth and the national 
spirit of thrift should again find an outlet. 

Nothing can happen in this sense without stabilization. 
This alone can restore vitality to the national economy 
by reducing to a minimum the part played by speculation 
in business transactions, and by giving a solid basis to 
the general activity. 

From the purely financial point of view only with a 
stabilized franc will the French be able to export their 
capital advantageously. The monetary uncertainty 
weighs as heav ily on the lender as on the borrower. To 
buy foreign securities involves a definite risk in case of 
further revaluation. On the other hand, the foreigner 
hesitates to come to Paris for a loan contracted in francs 
because, apart from the prohibitive taxes now imposed 
there, he fears a rise in the French currency which would 
increase his debt. 

I think I have summed up the position clearly. The 
Frenchman will only decide to invest his capital at home 
or abroad when he knows what fate is in store for his 
currency. And on the other hand, the whole economic 
and financial equilibrium of the nation and the State 
will only be really assured when capital abandons its 
speculative position in favour of productive work at 
home and abroad. 

But if I am asked when this fortunate event will 
occur—after having heard the speech of M. Poincaré, 
which on this as on every other point supplies nothing 
definite and corresponds to a programme of inertia— 
I can give no answer. 

It is probable, of course, that the Prime Minister has 
been reticent in this matter because universal suffrage 
is about to speak and that he is awaiting the instructions 
which will be given by the nation. 
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The vo Surtax—| 
By W. H. Coates, Ph.D. 


(Lately Director of Statistics and Intelligence, Inland Revenue Department) 


HE Capital Levy is dead, as dead as Queen Anne. 
But, in passing, it has left an heir behind, which 
promises to prove as provocative of strife as its 

progenitor. Both Capital Levy and Surtax are children 
of finance. The former, however, was also a child of 
circumstance, since it emerged from and was directly 
related to the immediate financial conjuncture following 
the war. Circumstance necessarily imposes upon any 
capital levy the handicap of a short life. It was a case 
of, If ’tis to be done, ’twere best it were done quickly. 
In its operation, the lev y would have been non-recurrent. 
In its general effects, there would have been no such 
hope of a short life; for while it is not difficult to begin 
a tax, it requires almost superhuman efforts to bring it 
to an end in a reasonably short time. Painful and 
disastrous, as its opponents contended it would be, or 
painless and beneficial, as its proponents argued, the levy 
in most cases would have been a short and sharp imposi- 
tion. Years would have dimmed in due course the 
memory of its hurt, though its ripples and reactions 
throughout the whole economic structure, whether bene- 
ficial or damaging, would have had their permanent and 
ineffaceable consequences. This singleness of imposition 
was, indeed, claimed, on the one side, as an added attrac- 
tion. On the other side, it was similarly condemned, 
because so large and unprecedented a step might have 
consequences which, once the die was cast, could not be 
stayed at any intermediate stage. Whichever side was 
right is now of little consequence—the capital levy is 
dead. The obsequies were observed and the funeral 
rites performed in the precise language of the Majority 
Report of the Colwyn Committee upon Taxation and the 
National Debt. And in the immediately succeeding 
pages, which record the views of the dissenting minority 
of that committee, the birth of the Labour surtax was 
announced. It will therefore be not uninstructive to turn 
to these two reports for a general view, not only of the new 
suggestion, but also of the older proposal, which, dying, 
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gave birth to the new. Just as hereditary tendencies 
give value, in the estimation of human character, 
to the attributes which distinguished the preceding 
generation, so it may be that a broad knowledge of the 
ends which the capital levy was designed to serve may 
throw some light on the hopes which sustain the supporters 
of the new surtax. 

The capital levy contemplated by the Labour Party, 
in the publication entitled “‘Labour and the War Debt”’ 
(1922), aimed at raising £3,000 millions, which at an 
average rate of 5 per cent. interest would have lightened 
the service of the national debt by £150 millions annually. 
As the total debt at March 31, 1926, was about £7,600 
millions, the levy was designed to reduce it by some 40 
per cent. The interest charge on the whole debt for the 
year 1925-26 amounted to about £307 millions, so that 
the gross saving arising from the levy would have closely 
approached 50 per cent. of the annual charge. There is 
little doubt that this latter apparent fact is to be held 
accountable for the large degree of favour which the 
proposal for a levy originally attracted. Closer examina- 
tion, however, showed that this simple calculation con- 
cealed a serious fallacy. It overlooked entirely the loss 
of national revenue which was bound to arise consequently 
through the writing off from the aggregate national 
capital in private hands of the huge sum of the levy itself; 
it ignored the fact that this private capital contributed 
year by year to the total which became liable to death 
duties; it forgot that to write off the capital involved 
the corollary of writing off the income, which again year 
by year contributed its quota to the yield of the income 
tax and super-tax. Unofficial estimates showed, and 
careful official calculation confirmed, that a lossof upwards 
of 60 per cent. of the gross yield would arise from the 
cancellation of national debt under the levy. The official 
figures actually showed a loss of 62 per cent., so that a 
levy which would produce, gross, a saving of £150 millions 
annually in the payment of debt interest, would only 
produce, net, a sum of £57 millions. However solid the 
other advantages of a levy, the net amount made avail- 
able through its agency for other purposes was plainly 
of the highest importance. As one of its supporters said : 
“Clearly, unless we can get some appreciable net saving, 
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it would not be worth while.” In the long run, the 
majority of members of the Colwyn Committee came to 
the broad opinion that a levy was “‘not worth while.”’ 
“We conclude that, even if there were a prospect of a 
capital levy being well received, the relief from debt 
which it offers would be insufficient to justify an experi- 
ment so large, difficult, and full of hazard.’”’ When one 
reads between the lines of the report of the Minority 
members, the same verdict emerges. 

The origin of the proposal for a surtax is to be found 
in Part V of the Minority Report of the Colwyn Com- 
mittee, under the caption of “‘Proposed Alternative 
Means of Debt Redemption.” These alternative methods 
were designed to avoid the obstruction which it was 
anticipated would wreck the actual administration of a 
capital levy. Lord Bradbury’s dictum that “ Economic- 
ally, a permanent charge on the income derived from 
capital is indistinguishable from a share of the capital 
itself” was quoted in support of an additional charge 
upon investment income. This, then, is what the Labour 
surtax means. Investment income is simply to bear a 
heavier rate of income tax than that at present in force. 

The British income tax is a graduated tax upon 
income, but, for this purpose, the word income has become 
possessed of a strict technical meaning. Income includes 
all profits and gains from carrying on businesses of all 
kinds—industrial, commercial, financial, professional, 
agricultural, or otherwise ; it includes the annual value of 
all lands, houses, tenements, and hereditaments within 
the jurisdiction ; it includes all salaries, pensions, fees or 
other emoluments of employments and offices; it includes 
all income from stocks, shares and securities, and from 
all interest. But it does not include any profits arising 
from casual transactions which are not in the nature of 
a trade or business, nor does it include incidental capital 
gains arising from the realization of any kind of property 
at a figure higher than that at which it was acquired. 

All persons entitled to income are within the ambit 
of the tax, whether they be individuals, companies, 
corporations, or unincorporated aggregations of indi- 
viduals. Individuals are, however, treated specially in 
two ways. First, ther tax is graduated. The larger the 
income of the individual, the higher a rate of tax per 
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pound of actual total income does he bear. This gradua- 
tion is effected in two ways. First, there are the familiar 
personal allowances and reliefs. The initial £135* (in the 
case of an unmarried individual) or £225* (in the case of a 
married individual) is entirely freed from tax; additional 
sums are freed in respect of children, dependent relatives, 
housekeeper, and so forth; then the first £225 of the 
balance of income (known as the taxable income) is 
charged at half the rate in force for the year. The excess 
of the taxable income over this £225 is chargeable at the 
full rate in force. By these devices the effective rate of 
tax per pound of statutory income (or income liable to 
tax) is made to rise smoothly and gradually from nothing 
up to a rate approaching the rate of income tax in force 
(known as the standard rate). If these were the only 
provisions for graduation, incomes from {£135 to about 
£2,000 would be taxed at a sharply progressive rate, after 
which the graphed curve of graduation would cease to rise 
and become flattened. To continue the progressive rates of 
tax, after the individual income exceeds £2,000, a second 
method of graduation is introduced. Income beyond this 
limit becomes liable to the additional income tax known as 
super-tax. Super-tax is not imposed at a standard rate ; 
it is levied by means of an ascending scale of rates of tax 
imposed upon specified slices of income lying between 
£2,000 and £30,000. These rates commence at gd. in the 
{, and finish with 6s. in the £. The full scale follows : 


Range of Income 
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exceed- not ex- Rate of tax | Total taxon} Total Total 





Slice 








ing ceeding per £ the slice Income | Super-tax 
£ f f s. d a. £ £ os. d. 
2,000 nil 2,000 nil } nil 2,000 | nil 
500 2,000 2,500 9 18 15 0 2,500 | 18 15 0 
500 2,500 3,000 I oO 25 00 3,000 | 43 15 0 
1,000 3,000 4,000 1 6 75 00 4,000} 118 15 0 
1,000 4,000 5,000 3% 112 10 0 5,000 23t 50 
1,000 5,000 6,000 3 Oo | 150 O00 6,000 | 381 50 
2,000 6,000 §,000 3 6 350 OO 8,000 731 5 0 
2,000 5,000 10,000 4 oO 400 00 10,000 , I,13I 5 0 
5,000 10,000 15,000 4 6 1,125 O0O/] 15,000 | 2,250 50 
5,000 15,000 20,000 5 Oo 1,250 00 20,000 3,500 50 
10,000 20,000 30,000 5 6 2,750 OO 30,000 6,256 50 
30,000 upwards 6 Oo - —- 











* In terms of “assessable income,” i.e. statutory income, less the 
earned income allowance 
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When the super-tax calculated on this scale is added 
to the amount of income tax due upon the income, after 
the grant of the personal allowances and relief, the aggre- 
gate amount of tax due has to be related to the aggregate 
income taxed. The division of the total tax by the total 
income gives the effective rate of tax per pound of income. 
The income tax and super-tax combined, when tested in 
this manner, produce a smoothly graduated rate for 
individuals with like incomes and like claims in respect 
of marital and family circumstances, rising from nothing 
to an aggregate closely approximating to the sum of the 
current standard rate of income tax and the maximum 
scale rate of super-tax. 

The second way in which individuals receive special 
treatment is through the allowance in respect of earned 
income. Although of comparatively recent introduction 
into the British income-tax system, differentiation in 
favour of earned income was a centre of agitation and 
controversy from 1798, when Pitt introduced his Income 
Tax Bill in that year, right through the nineteenth 
century, until success was achieved following the recom- 
mendations of the Select Committee on the Income Tax 
of 1906. To Pitt and to many others in those far-off 
days, the suggestion that it was inequitable to charge 
income from effort at the same rate as income from 
property was not far short of blasphemy. He said: 
“To complain of this inequality is to complain of the 
distribution of property; it is to complain of the con- 
stitution of society. To attempt to remedy it would be 
to follow the example of that daring rabble of legislators 
in another country.’’ We have moved far since those 
days. In matters of taxation it is almost a platitude that 
what is revolutionary to one generation becomes in the 
fullness of time practically axiomatic to another. No 
one today disputes the equity of differentiation in favour 
of earned income. It is, however, of interest to recall 
the extent of the differentiation favoured by early 
advocates of this relief. The Select Committee on 
Income Tax of 1851, which sat under the chairmanship 
of Hume, concerned itself mainly with this question. 
The chairman favoured a method of capitalizing incomes, 
and charging tax on the supposed interest of the supposed 
capital. Owing to a diversity of opinion in the committee, 
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no recommendations were ever made. Disraeli, when 
Chancellor of the Exchequer in 1852, became a convert 
to the principle, and proposed to charge all incomes, 
roughly speaking, except those from real property and 
Government securities, at three-quarters of the full rate 
of tax. But the Government fell before any action took 
place. In 1861, a motion by Hubbard, then Governor 
of the Bank of England, for another Select Committee 
to inquire into relief for “‘industrial’’ incomes was carried, 
despite the opposition of Gladstone. Hubbard, as 
chairman of that committee, proposed that “‘ industrial ”’ 
incomes should be charged only on two-thirds of their 
amount. Newmarch, the economist and _ statistician, 
approved of this rate of relief. Another witness, Coleman, 
thought that the differentiation should be at least 40 per 
cent. John Stuart Mill would have preferred a more 
elaborate classification of incomes. In the end, the 
committee shared the same fate as its predecessor of 1851. 
It was divided against itself, and made no recommenda- 
tions. The third committee on the subject was appointed 
in 1906, under the chairmanship of Sir Charles Dilke. 
Much was made before this committee of the differentia- 
tion against income from property through the burden of 
the death duties on the property itself. Sir Henry Prim- 
rose thought that the degree of differentiation so produced 
was sufficient. Mr. Harold Cox, Sir (then Mr.) Chiozza 
Money, Mr. Snowden, and Mr. Keir Hardie were all in 
favour of granting the relief. After considering the various 
kinds of nomenclature in use for distinguishing between 
the two varieties of income, the committee finally re- 
ported in favour of the change. Two paragraphs from 
their report may be quoted with advantage : 


““ DIFFERENTIATION 


‘Your Committee are not able to provide a completely 
logical and satisfactory definition of what constitutes an 
earned as distinguished from an unearned income. There 
is a large number of cases which for practical purposes 
must be placed under the heading ‘earned,’ into which 
the elements of investment and return upon capital 
distinctly enter. Private traders and manufacturers 
earn their income by personal effort and supervision 
combined with the investment of capital in their business. 
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The profits of public companies will usually be regarded 
as ‘unearned’ and as being derived from ‘investment.’ 
But a private trader may turn his business into a company 
and devote as much personal attention to its supervision 
as he did before. The line of demarcation is not strictly 
logical or accurate; but if the profits of private traders 
be regarded as earned and those of public companies 
and similar undertakings as arising from investment, a 
rough working distinction would be established which 
would probably meet with general acceptance. The mere 
supervision of invested capital should not be sufficient 
to entitle the income to be regarded as earned. According 
to our view of the question the owner of land who cul- 
tivated it himself would be regarded as earning the income 
which he derived from it; but the owner of an estate who 
let it to others to cultivate would not be regarded as 
-arning the net income which he derived from the rents 
of that estate, although he might act as his own steward 
and devote much time to its supervision. 

‘It appears to us that the existing feeling in favour of 
some differentiation in the amount of the tax levied upon 
earned incomes does not require that all incomes irrespec- 
tive of size should receive privileged treatment. If some 
limit were imposed the difficulty would be much reduced 
of doing substantial justice to those cases which are on 
the border line, that is, where the trader’s capital is in 
his business and his income may be regarded as partly 
earned and partly unearned. Speaking generally, the 
smaller the business and the smaller the profit derived 
from it, the larger will be the proportion of that profit 
which is, in the strictest sense of the term, earned. The 
more extensive and remunerative the business is, the 
larger, as a rule, is the part which capital plays in it, and 
the more practicable and equitable it will be to regard 
the profit derived from it as an income derived from an 
investment which is personally supervised as distinguished 
from an income earned by personal effort.’’* 

The committee’s recommendation was acted upon 
almost at once; the Finance Act of 1907 gave relief to 
earned incomes through a reduction of the rate of tax. 
Between that year and 1919 many changes in the relative 


* Royal Commission on the Income Tax. (Extract from Report of 


Select Committee, 1906.) 
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rates of relief took place, and the scope of the relief was 
also widened by extending it to incomes up to £3,000. 
When the Royal Commission on the Income Tax was 
appointed in 1919 the differentiation in favour of earned 
income naturally received attention. At that time there 
was a fixed reduction of gd. in the £ on all earned income 
constituting part of a total income not exceeding £2,500. 
The proportionate relief varied, however, because of the 
progression of the rates of tax on unearned income 
between £130 and £2,500. It was as high as 25 per cent. 
for total incomes not exceeding {500, and fell gradually 
to 12°5 per cent. for total incomes between {2,001 and 
£2,500. Because the Commission considered that this 
scheme operated too harshly against the smaller unearned 
incomes, which were often derived from saved earnings, 
it recommended that the extent of the relief to earned 
income should be diminished. For other reasons, the 
Commission also favoured changing the method of relief 
by rate of tax to a method of relief by diminishing the 
amount of earned income actually charged to tax. ‘“‘We 
recommend that as a means of carrying out this decision 
in practice earned income should be diminished by a 
certain fraction thereof for the purposes of assessment, 
and the income so diminished should be charged at the 
rate of tax applicable to unearned income. The fraction 
we propose is one-tenth, which would diminish the present 
differentiation against small unearned incomes to what 
we consider to be more reasonable proportions, and 
yet would not too greatly benefit the larger unearned 
incomes.” In dealing with the field of the allowance, the 
Royal Commission recurred to the views of the Select 
Committee of 1906; and because the practical difficulties 
prohibited “any attempt to discriminate between that 
portion of a business income which is the reward of capital 
and that which is the reward of personal exertion,” while 
at the same time “in the larger earned incomes derived 
from business there is considered to be usually an element 
of the reward of capital,’ the Commission recommended 
that “‘however large the earned income, not more than 
£2,000 should rank for differential relief, and (b) that the 
relief should apply, with that limitation, to incomes of 
all sizes, but for the purposes of income tax only, not for ' 
super-tax purposes.” These recommendations were duly 
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brought into effect in the Finance Act, 1920, and the 
only change since that date has been to enlarge the 
fraction of relief, from the original one-tenth, to the 
present one-sixth, with a consequential enlargement of 
the maximum deduction of £200 (one-tenth of £2,000) 
to £250 (one-sixth of £1,500). To complete this re- 
view of the differentiation in favour of earned income, 
it is desirable to add a complete quotation of the section 
of the Income Tax Act, 1918, which defines earned 


income: 
‘RELIEF IN RESPECT OF EARNED INCOME 


‘“‘(3) For the purposes of this section the expression 


‘earned income’ means : 

(a) Any income arising in respect of any remuneration from any 
office or employment of profit held by the individual, or 
in respect of any pension, superannuation, or other 
allowance, deferred pay, or compensation for loss of 
office, given in respect of the past services of the individual 
or of the husband or parent of the individual in any 
office or employment of profit, or given to the individual 
in respect of the past services of any deceased person, 
whether the individual or husband or parent of the 
individual shall have contributed to such pension, super- 
annuation allowance, or deferred pay, or not; and 

(6) any income from any property which is attached to or forms 
part of the emoluments of any office or employment of 
profit held by the individual; and 

(c) any income which is charged under Schedule B, or Schedule D, 
or the rules applicable to Schedule D, and is immediately 
derived by the individual from the carrying on or exercise 
by him of his trade, profession, or vocation, either as an 
individual or, in the case of a partnership, as a partner 
personally acting therein. 

‘“‘ (4) In cases where the profits of a wife are deemed to 
be profits of the husband, any reference in this section to 
the individual includes either the husband or the wife.’’* 

This sketch of the British income tax will not be 
complete without a brief reference to its peculiar distinc- 
tion of collection at the source. This principle is so 
embedded in the administration of the tax that no new 
proposal can be adequately examined, unless the re- 
actions of that proposal upon the principle of collection 
at the source are fully tested and found innocuous. 
The Royal Commission on the Income Tax recorded its 


* Income Tax Act, 1918, sec. 14 (3 & 4). 
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view that “‘Taxation by deduction at the source is of 
paramount importance, lying as it does at the very root 
of our income-tax system.” ... “We are convinced 
that to abandon taxation at the source now would involve 
an enormous loss of revenue, and would throw upon 
scrupulous, honest, and careful taxpayers an unfair 
share of the burden imposed by the taxation necessary 
for the country’s needs.’ Under this principle, tax is 
obtained, whenever it is possible to do so, by deducting it 
before the income reaches the person to whom it belongs. 
“Wherever possible, the formal assessment is laid upon 
each source of income by itself, and on persons who are 
debtors in respect of income belonging to other persons. 
Power is given to the payers of income to deduct the 
appropriate tax from the payments made to the ultimate 
proprietors of that income. For instance, a limited 
liability company is assessed to tax at the standard 
rate on the whole of its profits, without reference to the 
ultimate destination of those profits. On paying interest 
to its debenture holders or dividends to its shareholders, 
the company is entitled to deduct and retain the amount 
of tax appropriate to the interest paid or dividend dis- 
tributed, and the investor thus receives his interest or 
dividend subject to this deduction of tax.’’* All income 
liable to British income tax is brought into a formal 
assessment, either upon the primary and ultimate owner 
of the income, or upon a primary person in whose hands 
it is identifiable income, before it passes to the ultimate 
owner, duly taxed under the principle of deduction at 
the source. ‘Whether the tax charged in respect of any 
income brought into assessment is collected by deduction 
at the source or not, thus depends upon the ultimate 
proprietorship of the income assessed. So far as the 
person charged is not the ultimate proprietor, the tax is 
collected by deduction at the source; so far as he is, the 
tax is collected directly. The chief classes of income in 
respect of which the tax is collected directly are the profits 
from trade of individuals, whether sole or partnership 
traders; the profits of limited liability companies, so far 
as they are not distributed to shareholders, debenture 
holders, etc. ; profits from the occupation of land ; income 
from professions and most employments; income from 


* Sixty-fifth Inland Revenue Report. 








Brass 











THE LABOUR SURTAX 415 





Dominion and foreign securities and possessions not paid 
through agents in the United Kingdom; income from 
certain interest, discounts, etc.’’* 

Assessments on individuals are mainly in respect of 
earned income from their business, profession, or employ- 
ment, or from farming. Investment income assessed 
directly on individuals is limited to such items as direct 
remittances from abroad arising from rents, shares 
or securities, the annual value or rents of houses, and 
untaxed receipts in respect of interest. The principal 
items in the latter class arise from interest on holdings of 
British war securities, which were issued subject to the 
special privilege of freedom from deduction of tax at the 
source. Investment income, on the other hand, is mainly 
assessed upon companies in respect of their business 
profits or business premises, or upon bankers (including 
the Bank of England) in respect of interest or like pay- 
ments made through them. In bringing individuals into 
assessment to income tax, the revenue authorities concen- 
trate their attention first upon earned income, and secondly 
upon those items of investment income which are received 
without deduction of tax. The forms of return are 
designed to elicit this information in detail. For the main 
part of the investment income received by individuals, 
a bulk return is accepted, simply because the authorities 
can rely on the fact that it will have been received less 
income tax at the standard rate in force. No itemized 
account is therefore necessary. To this broad statement 
two exceptions exist. They concern what may be desig- 
nated respectively the low field of incomes and the high 
field. In the low field lie all those individuals whose 
income entitles them to personal allowances, deductions, 
and reliefs, in an amount which exceeds the aggregate 
of income directly assessed upon them. The balance 
of such allowances, etc., falls to be made from income 
indirectly received under deduction of tax at the standard 
rate. For this purpose, a claim of repayment of such tax, 
or part of it, must be made. Now, in making assessments 
to tax, the revenue authorities exercise their functions 
in a broad manner. But in dealing with claims to repay- 
ments of tax, they ask for meticulous accuracy and full 
proof. Each item of income asserted to have been 


* Sixty-fifth Inland Revenue Report. 
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subjected to tax by deduction must be substantiated by 
details and by vouchers of the facts. In the low field, 
therefore, ranging roughly downwards from incomes of 
about £500, which include a certain volume of investment 
income, the revenue authorities indulge in a degree of 
scrutiny of detail which can safely be relaxed, because 
of the principle of deduction at the source, in respect of 
incomes in the middle field. When the high field is 
reached, concerning individual incomes exceeding £2,000, 
this scrutiny of detail reappears, and is applied to all 
incomes above that limit. It reappears because above this 
limit the additional income tax, or super-tax, becomes 
leviable, and here the principle of deduction at the 
source has no application. All assessments to super-tax 
are made upon direct returns by the individual. He is 
required to make a full declaration of his income for this 
purpose upon the basis stated in the statutes. In the 
first place, the return calls for particulars of income under 
defined classes, embracing profits charged under Schedule 
D of the income tax, e.g. profits from trades, businesses, 
professions, etc.; salaries, fees, and other emoluments 
arising from employments, charged under Schedule E; 
income from the occupation of land, charged under 
Schedule B ; income from property, charged under Schedule 
A; and lastly, an aggregate of the income subjected to 
income tax by deduction at the source. The Special 
Commissioners of Income Tax, by whom the super-tax is 
administered, are also empowered to require the taxpayer 
to supplement this broadly classified return of income 
by details of the amounts returned under the various 
categories, in order that in cases of doubt they may be 
satisfied that the whole income has been returned. In 
this manner it is possible and not unusual to apply the 
detailed scrutiny spoken of above. 

With this broad outline of the present income-tax 
system in mind, the scope of the Labour surtax may be 
more truly appreciated. The Colwyn Minority Report 
said : “‘ The simplest method of doing this (of raising funds 
for debt redemption from owners of accumulated wealth) 
is to increase the present rates of income tax and super- 
tax on investment as distinct from earned incomes. This 
method raises no new problems of administration and 
requires no new machinery.” The first issue in regard to 
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the surtax is therefore the same as arose in the case of 
the capital levy, viz. the practicability of the tax. In 
this country, a non-recurrent tax of unexampled severity 
levied upon the aggregate of capital in the hands of an 
individual was an innovation. Practical experience 
of such an experiment was clearly wanting. The nearest 
analogy was found in the duties levied upon the inter- 
mittent occasions of death. But there the problem was 
simplified by the very occasion upon which the tax is 
levied. At death—the unknown but inevitable occasion— 
a stocktaking of wealth is imperative. The passing of one 
owner automatically occasions the entry of new owners. 
In the words of the law, an account must be taken between 
the parties. Nothing could be more convenient for the 
Exchequer than to participate in the reckoning, to tax 
when all the facts and the figures which are so necessary 
a haft to the fiscal knife are fully and dispassionately 
assembled. Fully, because the interests of all parties 
demand it; dispassionately, because the testator usually, 
and the law always, wisely provides that the personal 
representatives to whom the task of division is committed 
shall not be interested in the final result. A capital levy 
was, however, comparable to the application of the death 
duties machine to all estates at once, with the added 
disadvantage that the taxpayer was alive, not dead, and 
keenly and passionately interested as well. For this 
reason the history of taxation furnished no precedent on 
which the issue of practicability could be fairly judged. 
In the case of the surtax, Labour believes it has side- 
stepped this difficulty. The present income tax applies 
to investment income; it is therefore argued that an 
additional tax upon that description of income presents 
no new administrative difficulties. 

The new tax is, however, to be graduated. To quote 
the Colwyn Minority Report again : ‘‘We do not suggest 
that the bulk of the additional revenue which we desire 
to raise should be obtained by an increase in the standard 
rate of income tax upon investment incomes. On the 
contrary, we think it most important that this revenue 
should be raised by graduated taxation, and that, what- 
ever the precise form of tax adopted, its graduation 
should be at least as steep as that of the present income 
tax and super-tax together.”’ 
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It will be quite clear, from the description already 
given of the present method of graduation of the income 
tax, that any change in the standard rate of income tax 
automatically applies throughout the whole range of 
graduation. Every additional sixpence added to or 
deducted from the standard rate means the addition or 
deduction of a graduated sixpence, because the effective 
rate of tax per pound of income alters, not by the flat 
sixpence, but by some fraction thereof. The numerator 
of the calculation by which the effective rate is deter- 
mined, that is, the amount of tax payable, either rises 
or falls; but the denominator, that is, the amount of the 
income, remains constant. An increase of the standard 
rate would, therefore, automatically impose a heavier 
rate of tax, duly graduated according to the present 
system, upon all incomes, including investment income 
and earned income. The process could be made complete 
by increasing the rates in the super-tax scale in the 
same proportion as the increase in the standard rate of 
income tax. If to these steps were added an increase in 
the earned income allowance, it would be possible to 
make effective an increase in the rate of tax on all 
investment incomes, without any change in the present 
system of administration. 

Such a course would not, however, have the effect 
that the Colwyn Minority Report advocated, because 
there would be imposed at the same time a heavier rate 
of taxation upon those earned incomes which exceeded 
in amount the maximum earned income upon which the 
earned income allowance is calculated. The surtax is 
designed to hit investment income only. This class of 
income must therefore be clearly identified. But as 
already shown, the present administrative system is 
designed to identify in the main earned income, in order 
first that it may be taxed, and secondly, that it may 
receive the due relief under the differentiation provisions. 
In the middle field of income there is no need to identify 
clearly and in detail the investment income, because it is 
almost entirely properly taxed automatically under the 
principle of deduction at the source. All that needs to 
be done is to see that the graduation provisions are 
applied. Here the interest of the taxpayer serves to 
apply the necessary pressure. Wherever he has sources 
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of earned income sufficient to cover the personal allow- 
ances, deductions and reliefs, the graduation machinery 
can be effectively applied without interfering in any way 
with the application of the principle of deduction at the 
source, so that no inquiry or work is necessary in relation 
to the investment income. If, however, the investment 
income is to be subjected to a surtax, and that tax is to 
be graduated, then, if the present system of administra- 
tion is to remain unchanged, the only method available 
will be to increase the standard rate of income tax and, 
at the same time, to make a correspondingly proportionate 
increase in the scale rates of super-tax. This, by itself, 
will be insufficient to achieve the purpose of a surtax. 
All earned income would be caught in the net. To free 
such income from the additional burden imposed by the 
increase in the standard rate, provision would have to be 
made for the retention of the old rate of tax in respect 
of such income. Machinery of this kind would inevitably 
complicate the present administration of the tax, already 
so intricate as to pass the understanding of go per cent. 
of the taxpayers. The present confusion would become 
worse confounded. Further, a similar provision for the 
retention of the old rates, in the case of all earned incomes, 
would benecessary also for the purposes of super-tax. 
The comparative simplicity of that tax would be 
jeopardized. 

Further complexity would arise from the provision of 
a special exemption limit for purposes of the new surtax. 
No suggestion for a new exemption limit appeared in the 
proposals of the Colwyn Committee Minority Report. 
It is found, however, in the resolution moved by Mr. 
Lees Smith, M.P., at the Labour Conference in Blac kpool 
on October 6, 1927: “This conference, being of opinion 
that the Sinking Fund for the redemption of the National 
Debt is being used to hamper the growth of the social 
services and to continue the burden of food taxes upon 
the poor, calls for the imposition of a special surtax on 
incomes over £500 a year derived from property and 
investment, as proposed in the Minority Report of the 
Colwyn Committee, with the object of liberating resources 
for the abolition of taxes upon necessaries, for the 
development of the social services, and for the reduction 
of the Debt.” 
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If the exemption limit proposed was a limit of £500 
of total income, the retention of the present system of 
administration would have been feasible. It would have 
brought considerable difficulties and disadvantages, but 
they might have been bearable. The number of repay- 
ment claims made each year by individuals in respect of 
excessive tax levied at the source would have increased, 
and the usual inconveniences of this feature of the tax 
would have been augmented. The exemption limit 
proposed is, however, related to investment income alone. 
No matter how large may be the total income of the 
individual, if his income from investment sources is less 
than £500, he is not to suffer the burden of the surtax. 
There are many thousands of individuals who are in 
receipt of comparatively large incomes from their employ- 
ment, business or profession, with only very small 
incomes from investment sources. Each of these would be 
entitled to prefer a claim of repayment in respect of the 
addition to the standard rate of income tax, intended to 
reach and remain only on investment incomes exceeding 
£500. It is safe to say that the wide extension of the 
field in which claims to repayment of tax would be neces- 
sary would be sufficient to condemn the application of the 
surtax by an increase in the standard rate of income 
tax and the scale rates of super-tax, coupled with new 
provisions for freeing from the surtax (a) all earned 
income, and (6) all small investment incomes under £500. 

If the difficulties of weaving a graduation of a special 
tax upon investment income into the existing system of 
the administration of the income tax and super-tax prove, 
as is suggested, to be so great as to threaten the main- 
tenance of efficiency in raising the present produce of 
those taxes, then the administration of the surtax must 
be made an entirely separate matter. A new system must 
be set up alongside the old. It may depend for its material 
upon returns collected for present purposes. But this 
will not avoid the necessity for an entirely distinct 
machine of assessment. Both the taxpayer and the 
revenue will have their present tasks duplicated. Two 
notices of assessment will have to be dealt with instead of 
one. Whenever adjustments are necessary for one pur- 
pose, other adjustments arising thereout will be necessary 
for the other. The taxpayer will either have to amplify 
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his present return for income tax and super-tax or to 
make a separate and independent return for the new 
surtax. Whereas the Revenue, in the middle field of 
incomes, are content for present purposes with a block 
or lump sum return of the large volume of income which 
is at present subject to income tax by deduction at the 
source, for the new surtax a more detailed return will 
almost inevitably be necessary if evasion of the tax is 
not to take place upon a large scale. The official evidence 
before the Royal Commission on the Income Tax laid 
great stress upon the paramount necessity of maintaining 
the system of collection at the source. It was stated that 
the abandonment of this system would involve an 
estimated loss of some {50,000,000 per year, arising from 
the forgetfulness, carelessness, or evasion of the taxpayer. 
Careful comparisons have been made in the past of the 
total amount of income which should be returned for 
the purposes of super-tax with the income actually 
returned, and little doubt has existed that there has 
always been a considerable gap between these two figures. 
Such a gap, it is needless to point out, involves an appreci- 
able loss to the Exchequer. The separate administration 
of a surtax, the returns for which are made by the tax- 
payer, will surely reveal the same result. The extent 
to which this will take place will in some measure be 
dependent upon the manner in which the new tax is 
received by the taxpayer. The reaction of the taxpayer 
in this direction would be conditioned by the weight of 
the new tax, the steepness with which it is graduated, 
the dates on which it is payable, and the purposes to 
which the proceeds are put. 

The exemption limit for the surtax affects not only 
the yield, which is of prime importance, and is discussed 
below, but the equity of the tax. There appears to 
be a disposition to think that taxpayers fall into two 
categories which are mutually exclusive. One would be 
those deriving all their income from earnings; the other, 
all from investments. It seems to be some such thought 
as this which led Mr. Lees Smith to say at Blackpool: 
“Income tax at present came from earned and from 
unearned income. The former source was the worker, 
the civil servant, the clerk; the latter was represented by 
the owners of securities, the drawers of rent, of interest 
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on mortgages and investments; people of whom it might 
be said that their wealth came to them in their sleep 
without any necessity for work or personal exertion.” 
While a dichotomy of this nature may be broadly dis- 
tinguishable when regard is had to the adult population 
as a whole, it is entirely untrue when the discussion is 
limited to income-tax payers. At the extremes there are 
no doubt numbers of people who, on the one hand, derive 
all their income from their earnings, or who, on the other 
hand, derive all their income from investments; but in 
between lies the majority of income-tax payers whose 
incomes are mixed, partly earned and partly invest- 
ment. No exemption limit was proposed by the Colwyn 
Minority Report. That suggested at the Labour Party 
Blackpool Conference is an exemption of the first £500 
of investment income. When total incomes are classified 
according to their magnitude, a second, but cross, classi- 
fication may also be made, in each range of magnitude of 
total income, in which the constituent of investment 
income is similarly classified by magnitude. Inasmuch as 
the amount of investment income, within each range of 
total income, may vary from nothing up to the amount 
of the total income, it is obvious that the cross-classifica- 
tion of investment income by magnitude will have no 
relation whatsoever to the classification by amount of 
the total income. Take, for instance, the range of total 
income running from {£1,000 to £2,000. Three men may 
each have a total of £1,200. If the first earns all his 
income, he will be entirely exempt from surtax; if the 
second has a mixed income, in moieties of earned and 
investment income, he may be liable to surtax on {600 
less the {500 exemption, that is, on {100 net; if the third 
draws all his income from investments, his net liability 
to surtax may be on £700 (£1,200 less £500). The graphed 
line of investment income, in such a cross-classification, 
will be indicated by the points of zero, £600, and £1,200, 
which would give a straight line, if the number in each 
sub-class was the same. That will not be the case. Nor 
will the distribution of the numbers of individuals with 
incomes of a given mixture of earned and investment 
sources be the same for each range of total income. As 
the amount of the total income increases, the proportion 
of income from investment sources tends to increase. 
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A flat exemption limit of £500, confined to investment 
income, will accordingly produce some curious results 
in relation to total income. 

The surtax is to be graduated. ‘We think it most 
important that this revenue should be raised by graduated 
taxation, and that, whatever the precise form of tax 
adopted, its graduation should be at least as steep as 
that of the present income tax and super-tax together.” 
(Colwyn Committee Minority Report.) No other guide as 
to the line of graduation is available. Particulars of the 
present graduation of the income tax and super-tax have 
already been given. The introduction of a £500 exemp- 
tion limit at once precludes a like graduation of the 
surtax. For the present income tax, the exemption limit 
is £135 of investment income for an unmarried person, 
and £225 for one who is married. Is the surtax also to 
distinguish between the married and the unmarried ? 
A similar ratio of three to five (£135 to £225) would mean 
an exemption limit to the married man for the surtax 
of £833. Such a figure would cut deeply into the yield 
of the tax. It is perhaps more likely that the exemption 
limit of £500 is intended to apply to the married, in which 
case an exemption limit of £300 might be allowed to 
unmarried surtax payers. Then there are the other 
allowances and reliefs at present allowed for purposes of 
income tax. Are these to be continued, or reduced, or 
enlarged ? Such allowances are great thieves of yield. 
For the purposes of this article it will perhaps be sufficient 
to proceed upon the assumption of an exemption limit 
of £500 for the unmarried, of no additional allowance 
for a wife, and of no allowances for any children. The 
remaining allowances at present granted are also ignored, 
subject to the proviso that there is no field in which 
amendments to existing income-tax legislation are so 
continually pressed as the range and amount of the 
personal allowances, deductions, and reliefs. It is also 
assumed that the principle of aggregation of the incomes 
of husband and wife will be applied. To abandon this 
principle would seriously reduce the yield. 

It has already been pointed out that the existing 
differentiation in favour of earned income is limited to 
earned income not exceeding £1,500 in any one case. 


As the Royal Commission said, there is no logical reason 
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for this limitation. The reason moving the Select Com- 
mittee of 1906 was the presence, in many of the higher 
earned incomes, of an element of the reward of capital. 
But this is only true in respect of earned incomes 
from trades and manufactures. In the case of most of 
the professions and of all employments, the amount of 
real capital yielding income is negligible. It is, in fact, 
surprising that an income of, say, £10,000, earned by 
a barrister, bears only £50 less tax ({250 at 4s.) than an 
income of the same amount derived from his business by 
a clothing manufacturer. 

Death would entirely destroy the earned income of 
the barrister; it would probably not diminish the income 
derived from making clothing by more than 15 or 20 
per cent. The differentiation is ludicrously inadequate, 
and it is only partially adjusted by the effect of the 
Death Duties. Howis this element of investment income, 
arising in the case of all private trading and manufactur- 
ing businesses, to be treated for purposes of the surtax ? 
It is unlikely that it will be similarly privileged. But no 
one has yet condescended to deal with such matters 
when expounding the surtax, so that, in making estimates 
of the yield of the tax, nothing has been added in respect 
of any yield which may arise from a correction of this 
fault of the existing income-tax system. 

The British income tax and super-tax extend not 
only to the entirety of income (with certain small excep- 
tions) accruing due to persons resident within the United 
Kingdom, but also (again with certain exceptions) to 
all income within the scope of the tax arising from sources 
within the United Kingdom. That income falling within 
the latter class may belong to persons resident abroad 
makes no difference. It is liable to tax. The principal 
exception concerns interest on various war loans, which, 
if it is in the beneficial ownership of persons not ordinarily 
resident in the United Kingdom, is exempted from 
liability. Is the same principle of liability in respect 
of all income arising from sources within these islands 
to be applied to the surtax ? Here again there is as yet 
no definite answer. It may be suggested, however, that 
it would probably be undesirable to apply this rule to 
the surtax. At present there is a movement of American 
capital into British stocks and shares. Its import frees 








Ee 








THE LABOUR SURTAX 425 


British capital for investment elsewhere, either at home 
or abroad. On balance such a movement has many 
advantages, and any burden of taxation which imposed an 
additional barrier would bea retrograde step. The British 
income tax is already a serious obstacle in the way of the 
free entry of capital. It would be unwise to add another. 

Of all the aids and devices by which the growth of 
wealth has been facilitated, few are more important than 
the joint-stock principle. Its merits and achievements 
are common knowledge. By far the greater part of 
modern business in this country is carried on through its 
agency. As a juristic or legal person, companies have 
often been condemned for their lack of human qualities, 
but one thing they have in common with the sole or 
partnership trader is the habit of saving. Until the Colwyn 
Committee extracted from the Inland Revenue authori- 
ties some illuminating statistics in regard to the volume 
of company savings, it had not been realized how 
important a factor this habit was in relation to the 
total volume of national savings. The estimate of total 
savings laid by the present writer before that Committee 
showed a total for the year 1924 of £500 millions. In the 
preceding year the Inland Revenue statistics showed that 
the total net reserves (net, that is, after payment of 
income tax) put aside by companies and not distributed 
to their shareholders amounted to no less than £168 
millions, or over 33 per cent. of the estimated total 
national savings, if the difference in years be ignored. 
The issue at once arises—are the reserves of companies 
to be liable to surtax ? Again there is as yet no answer. 
Dividends or other distributions of company profits will 
be taxed, on the assumption that the application of the 
principle of taxation at the source will be impracticable 
in the hands of the recipients. It is the reserves alone 
which are now in question. On the one hand it may be 
hard to forgo the tax. Taking the gross amount put 
aside by companies in 1923, viz. £217 millions, the yield 
at a flat rate of 2s. in the £ would amount to nearly 
{22 millions. When business has fully recovered from 
the events of 1926 even a larger yield might be assumed. 
How would companies react to this additional imposi- 
tion? The Inland Revenue figures showed that in the 
year Ig12 the net reserves of companies, after payment of 
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income tax, amounted to {96 millions. Eliminating the 
effects of a higher price level, on the basis of the “‘ Statist ”’ 
index, the net figure in 1923 amounted to {111 millions. 
The estimated total profits of companies was the same 
in both years, viz. £312 millions. But the amount of 
tax due had increased from £18 millions to £70 millions. 
The remarkable fact thus emerged that, notwithstanding 
no movement in the aggregate profits, and an increase 
of nearly 300 per cent. in the amount of tax levied, the 
net reserves retained by companies rose by 14 per cent. 
In other words, the companies threw the major part of 
the burden of the additional tax on their shareholders 
through a reduction of dividends. Would the same course 
be followed if the reserves were subjected to surtax ? 
Business men expressed the view to the Colwyn Committee 
that, when a concern is well managed, it will not be 
deflected by high income tax from a sound policy in the 
matter of reserves. In the past, adherence to this policy 
was facilitated by the fact that over a large field the 
nominal capital of companies remained unchanged, while 
the price level in which profits were expressed was raised 
by some 50 per cent. It was therefore feasible to con- 
tinue a conventional rate of dividend, and at the same 
time to maintain or even to increase reserves. The 
struggle between dividends and reserves was eased. No 
such adventitious aid will be available if reserves are 
surtaxed. In the new circumstances boards of directors, 
torn between the maintenance of a conventional dividend 
and the maintenance of reserves, are likely to be pulled 
more in the direction of the former than the latter. 
Reserves will suffer. One of the most valuable and least 
costly methods of saving will be damaged. “In the case 
of a progressive business the flow of capital is just in the 
place where it is required; it is at the growing point of 
industry, enabling new needs and opportunities to be 
met without delay as and when they arise.’’ So far as 
a surtax would eat into this provision for business 
expansion, it would damage every class in the com- 
munity—shareholders, managers of industry, and workers 
of every grade. Some compensation may arise from the 
purposes to which the yield of the surtax may be applied, 
but that aspect of the matter will be discussed later. 
(To be continued) 
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Studies in Banking History 


Ill. The British Linen Bank 
By R. H. Mottram 


HE eight Scottish banks fall into two classes: 

three are chartered, and the others limited com- 

panies. This is the true distinction. As in so 
many other directions in Scotland, the more modern 
developments which have led some of the one class and 
some of the other to accept various affiliating arrangements 
with the larger English institutions are superficial rather 
than vital. Nothing is more remarkable than the way 
in which Scottish law and commercial habit, Scottish 
character, in a word, have persisted in spite of parliamen- 
tary, geographical, and economic union with the other 
inhabitants of our island. 

Although most of the proprietors of the British Linen 
Bank now hold their rights in the form of shares of 
Barclays Bank Limited, the bank remains essentially a 
Scottish bank. Nemo me impune lacessit might be written 
on the headings of its ledgers and the minutes of its 
board. Nor is the reason far to seek. The history of the 
bank, although not the longest in that of Scottish banking, 
is also a history of the rise of that remarkable nation 
north of the Tweed, from poverty, obscurity, warfare, 
and considerable leaning towards France rather than 
England, to its present high position in the composition 
of the British Empire. 

Founded by Royal Charter on July 6, 1746, three 
months after the battle of Culloden, the company was 
designed to foster the languishing linen trade, and actually 
began business in that line, but so successfully that, after 
seventeen years, it was decided to confine its operations 
to banking. The preamble to the first Charter recites 
the names of the group of Scottish nobles and notables 
to whom the inception of the first idea was due, and also 
those of John Coutts of Coutts Bank, Alderman Beckford, 
and William Tod of London, the latter and Ebenezer 
Macculloch being first managers. 
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There have been granted various enlarging and con- 
firming Charters, by which the capital has been increased 
from the original £100,000 to £1,250,000, and the present 
name adopted. The one thing that has not been altered 
is the Edinburgh direction, of which Lord Rosebery 
is the present titular head. The actual site of the head 
office has, however, moved with the development of the 
best-planned city in Europe, for the doors were first 
opened in the New Port (now covered by the Waverley 
Station). In 1753 it leased the historic Moray House in 
the Canongate, in the summer-house in the garden of 
which the signatories to the Treaty of Union met, and were 
forced to complete their work in the cellar in the High 
Street, on account of the mob. From this the next 
move was to the town residence of the Marquess of Tweed- 
dale, the scene of that remarkable robbery and murder 
of the bank’s messenger, in 1806. In 1808 the Earl of 
Dalhousie’s residence in St. Andrew Square was bought, 
and here the present head office has developed, amid all 
the classic beauty of the new town. There is certainly 
no boardroom in London with such interior dignity, 
such an outlook, and very few with such associations. 
Here hang portraits of past governors and managers: 
one, Mr. Gilchrist, by Raeburn, and one, the second 
Duke of Abercorn, by Herkomer. 

It must, however, have been from the office in the 
Canongate that David Balfour, on August 25, 1751, 
came forth, a porter attending him with a bag of money 
and some of the chief of these merchants ‘bowing me 
from their doors’’; for so says Robert Louis Stevenson, 
who could not lie, but who told what some may regard 
as a sort of super-truth, for, granted the characters and 
plot of ‘‘Catriona,”’ this was the place, undoubtedly, 
where such a scene would occur. 

Less explicit is the end of ‘‘ Kidnapped,” where the 
same Scottish hero declares : 

“The hand of Providence brought me to the very 
doors of the British Linen Company’s Bank.”’ 

Older yet, and more in the national vein of ‘“ Touch 
me who dare!” run the words in ‘“‘ Redgauntlet ”’: 

“London correspondents !”’ said Mr. Maxwell, “and 
pray what the Devil have the people of Auld Reekie to 
do with London Correspondents ?”’ 


‘ 
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From the portrait by] [Sir Henry Raeburn 
EBENEZER GILCHRIST, 
Manager of the British Linen Company, 1801-1828 
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The note is added : 

“Not much in these days, for within my recollection 
the London Post was brought north in a small mail-cart 
with one single letter for Edinburgh, addressed to the 
Manager of the British Linen Company.”’ 

Here, surely, the novelist has exceeded his licence. 
The London office was always a necessary part of the 
equipment of the concern, was envisaged in the original 
Charter, and still exists. 

More recent has been the gradual establishment of 
195 offices, some of them so remote and removed by the 
lie of the land (and sea) that it still takes more than two 
days for the daily letter to reach them, and sometimes 
no communication is possible. 

The amalgamation policy has been less to the fore in 
Scotland, and the taking over of the Paisley Banking 
Company in 1837 is the only capture by the British 
Linen Bank. 

The Edinburgh tradition, however, survives in the 
Pallas design of the original seal, and the progressive 
mind in the record of the lady secretary, surely the first 
so employed in these islands, who was found in 1770 to 
be enjoying the then considerable stipend of £300 per 
annum. 

To the English mind, however, nothing is so essentially 
Scottish as the retention of the note-issue. This function 
was one of the first assumed by the British Linen Bank, 
when the company still traded in the article, and was its 
first step towards banking. It is a most curious thing that 
an irrelevant line of demarcation such as the River Tweed 
should, in effect, become an economic boundary. But so 
itis. The boards of the Scottish banks are still convinced 
that their note-issues are necessary to the sufficient 
circulation of their country, now, just as when, before 
1816, the coined currency was as diverse as it was dubious, 
and just as when, before 1914, no national issue under 
£5 was available. 

Perhaps the secret is again to be found in the Scottish 
character, both of banker and customer. At any rate, 
the note-issues exist, not the least of them that of the 
British Linen Bank. The advantages are known and 
appreciated locally. The disadvantages are to be seen in 
the long list of forgeries and thefts for which heavy 
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From the portrait by] [H. Herkomer 
THE SECOND DUKE OF ABERCORN, 
Governor of the British Linen Bank, 1893-1913 
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rewards have been offered. And how strange an article 
of equipment is that great stove, still regularly in use at 
St. Andrew Square, in which, under immediate super- 
vision of the directors, the cancelled notes are effectually 
destroyed. 

Other curiosities abound, as in all banks that have 
retained a strong individual character. The order for 
the procuring of substitutes’ for members of the staff 
balloted into the militia of 1831, for instance; and there 
lingers also the memory of the answer to an inquiry for 
a character: “If good for fifty pounds,’’ which ran: 
“Say pence, and then use caution !”’ 

This leads us back to our starting-point in this survey 
of the British Linen Bank, namely, its national character. 
Its life of 182 years synchronizes with the transformation 
of a poor, alienated, and distracted country into a worthy 
second partner in the British comity of nations. 

The strength of the British Linen Bank lies between 
Edinburgh, Glasgow, and the Border, where the change 
of two centuries of progress has been most marked. 
From succouring a dying industry, the bank has come 
to deal in all classes of business for a clientele whose 
individual energy and wealth are second to none. In 
agriculture at home, in far Colonial or Eastern adventure, 
in civic development or mineral wealth, this district is as 
vital as any in the world. The British Linen Bank is of 
it and has grown with it. 

Therein lies no small achievement. 


Italian Stabilization Supplement 


The April issue of THE BANKER will contain a supple- 
ment reviewing the history of the Italian Stabilization 
Scheme, and the present condition of Italian banks and 
industries. 

Signor Mussolini will write the introduction to this 
supplement, and Count Volpi, the Italian Minister of 
Finance, and other eminent Italian statesmen, bankers 
and economists will contribute articles. 








433 


The Transformation of American 


Banking 
) By H. Parker Willis 


NFORMATION which has become available since the 
| close of 1927 makes it increasingly plain that American 

banking is passing through a period of transformation. 
The movement is away from the older type of small 
independent bank and toward the larger type of bank 
with branches which has become familiar in well- 
organized banking systems in Europe, Canada, and 
elsewhere. As is well known to English readers, the 
movement to introduce this kind of change into American 
banking is no new one. It has naturally aroused the 
dislike of the small bankers of the Middle West and 
West. The agitation for the adoption of the “ McFadden 
Bill” (Act of February 25, 1927) was an interlude. Some 
thought that the result of this interlude would be an 
arrest or retrogression in the movement towards change. 
Nearly a year of experience with the new Act has now 
elapsed, however, and, as is now plain to many, the 
McFadden measure, as eventually enacted, is tending to 
facilitate the process, although with many incidental and 
undesirable phases, rather than to turn it back or nullify 
it. It now seems probable that the change which is 
occurring in American banking will acquire new momen- 
tum during 1928, and that within a year or two it 
will gain a headway which will probably force further 
legislation in Congress as regards competition and branch 
banking, no matter what may be the attitude of the 
small banks. 

The movement toward larger banks, with widely 
diffused branch banking, is in line with similar changes 
that are occurring in other branches of American business 
life. The “chain store,’’ or store organized as a branch 
of a parent corporation or establishment, was almost 
unknown, at least in any considerable number, up to a 
few years ago. Since the war the multiplication of chain 
stores and branch shops has been enormous, and at the 
present time it is estimated that the total number of 
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units of this kind in all the various chains, “department ”’ 
and “‘company stores’’ combined, is not less than one- 
third of the total. Mail-order business has expanded in a 
very large degree, although its progress has not been as 
noteworthy as that of the chain store, which latter alone 
now represents about one-eighth of all retail establish- 
ments. The two things, however, are phases of the same 
general trend toward a more economical, standardized 
method of selling with the economies which large-scale 
buying and more able central administration bring in 
their train. The question whether the same results can 
be realized in banking is naturally raised, and the opinion 
that it can be, originally founded upon observation of 
foreign experience, is now being reinforced by a few years 
of practical work which have shown more clearly. than 
before the nature of the obstacles to be overcome. 

Pérhaps the most striking thing in this whole move- 
ment is the change in the total number of banks existing 
in the United States. According to the latest report of 
the Comptroller of the Currency, the total number of 
banks reporting to him (including the United States, 
Alaska, and insular possessions) was in I9I7 27,061 as 
compared with 28,146 in 1926, and 28,841 a year earlier. 
It is worth while to note that of banks organized under 
State Charter there were 15,690, a reduction from the 
preceding year of 803. Trust companies in 1927 num- 
bered 1,647, a small reduction from the preceding year 
amounting to nine. Private banks and savings banks 
likewise declined in number, so that for all reporting 
banks other than national, 19,265 in number, the decrease 
was 903. The national banks themselves underwent some 
fluctuations owing to the new legislation under which 
they operated, but the general tendency to reduction 
was evident with them as it was with other classes of 
banks, although the falling off was only from 7,978 in 
1926 to 7,796 in 1927, a net shrinkage of only about 182. 
These figures, however, must be studied as the outgrowth 
of a cumulative series of reductions which have brought 
down the total number of banks from the maximum, 
which at one time was more than 3,000 units larger than 
the figures for 1927. 

Along with this movement must be considered two 
other elements in the situation : the growth in the number 
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of branches and “chain banks,’’ and the increase in the 
number of “mergers,’’ resulting in the reduction of the 
total number of independent or parent institutions in 
existence. At the opening of the year 1928 the total 
number of branches of every kind in the United States 
was probably about 3,000, and they represented a total 
number of parent offices of about 500. The total number 
of “chain” banks cannot be exactly stated, but is 
probably in the neighbourhood of 2,000. By chain banks 
are meant banks which are owned jointly by a holding 
company or parent office which itself performs no banking 
function. The year 1927 among the national banks 
brought about the establishment of 127 new branches, 
while at the same time there were 400 additional branches 
that were added to the system through consolidations 
and conversion of State institutions into national. These 
400, of course, did not add to the total number of branch 
banks in the United States except in so far as State banks, 
which themselves were previously parent offices, became 
branches of national banks after consolidation. According 
to a compilation lately made the total number of branches 
of national banks in existence at the close of 1927 was 
898, the number of parent offices being 158. These 
figures may be deducted from the figures already given 
for aggregate number of branches and parent institutions, 
the difference being the number of State branches and 
State parent institutions. 

Merger changes had been running prior to 1927 at the 
rate of about 350 per annum for about two or three years, 
and this process evidently meant a reduction annually 
of about 350 in the previously existing number of banks, 
since every merger involved at least two previously 
existing institutions. For the year 1927 the number of 
mergers was probably rather larger, being estimated at 
about 400, this change being itself in the same direction 
as that already spoken of in noting the tendency of 
banks in general toward smaller numbers. The merger 
movement becomes still more striking when it is studied 
as a feature of city banking. City banks, of course, are 
far larger and far less numerous than those existing in 
rural areas, even where the latter have a population equal 
to that of the cities with which they are compared. The 
mergers have been predominantly confined to the cities, 
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and have resulted in the creation of large parent city 
institutions with “strings’’ of branches, some growing 
out of the mere retention of the merged banks as open 
offices, while others have originated in the action of city 
banks in establishing new branches. Viewed from this 
local standpoint the merger movement is greatly trans- 
forming the appearance of American banking. Already 
the principal seaboard cities, both on the west and 
east coasts, are distinct branch banking centres, while 
the movement has already begun to show itself in a 
pronounced way in a good many interior cities as well. 
What is thus quite obvious when viewed from the 
numerical standpoint becomes distinctly more striking 
when analysed from the point of view of capital and 


assets. It is not possible to obtain a satisfactory classified 


statement of the number of all banks in each capital 
group throughout the United States, but the following 
table which “shows, for five years past, the change in 
resources and liabilities of all reporting banks, indicates 
a growth of capital (including capital stock, surplus, and 


undivided profits under that head) amounting to about 
20 per cent., whereas, as already noted, a decline in 
numbers occurred which might be stated as Io to II per 
cent. of the total number of banks existing in 1923. The 
comparative figures become all the more significant when 
analysed for the national system where the growth of the 
unit capital is more and more marked from year to year. 

One factor which has contributed very largely to this 
growth in unit banking is the increasing size of American 
business units. During the past two or three years, in 
spite of great numbers of new incorporations, the actual 
number of corporations in existence has been growing 
teadily smaller due to the vast number of failures, as 
well as to the mergers and combinations of all sorts which 
have been taking place. For the year 1927 the total 
number of business failures was about 23,000, with an 
iggregate of liabilities amounting to about $950,000,000. 
These figures were the largest for many years past, with 
the single exception of 1922, a year of very unusual 
conditions, which is not to be compared with the vears 
immediately before or subsequent to it, if a fair analysis 
of American business tendencies is to be made. American 
business is thus tending to become greatly unified, and 
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the branch system is making its way into every kind of 
enterprise. Looking at the retail field alone, the growth 
is noticeable, as has been already rem marked above, and 
the same general tendency has been making itself manifest 
in manufacturing. Even where actual combination of 
plants has not taken place, community of interests and 
interchange of processes and patents has been going on 


A SUMMARY OF BALANCE SHEETS FOR THE LAST FIVE YEARS 
(In thousands of dollars) 


| 
1923 1924 | 1925 | 1926 1927 


Classification |} (30,178 (29,348 (28,841 (28,146 (27,061 
| banks) banks) banks) | banks) banks) 





RESOURCES 
Loans and discounts (includ- 
ing rediscounts) e 


33,883,733 | 36,233,490 | 37,27 
Overdrafts 4 


83,73 78 
50,259 49,470 50 


),3 
3,4 








Investments ‘ 15,400,113 | 15,815,141 17,255,093 
Real estate, furniture, ete." 1,736,585 | 1,851,967 1.979.578 

Due from ‘other banks and } 
bankers? . ..| 5,597,150) 6,121,093 6,774,392] 6,769,061) 6,900,402 
Cc heques andothercash items* 1,196,075) 1,992,370 2,181,137} 2,037,561! 2,181,167 
Cash on hand oe on 797,101 911,500 951,286 996,520 1,007,896 
Other resources* os os 865,262 816,672 1,079,532 1,140,152) 1,494,594 
Total a6 .. 54,034,911 | 57,144,690 62,057,037 | | 64, 893,362 68,132,558 
oo, —————— 

LIABILITIES 
Capital stock paid in pa 3,052,367 3,114,203 3,169,711 3,273,303 3,376,498 
Surplus fund - --| 2,799,494) 2,967,359 3, 4 3,334] 3,471,968 | 3,764,527 
Undivided profits .. a 954,145 971,730 1,007,439} 1,063,171! 1,131,206 
Reserved for taxes, interest, 

ete., accrued® - 60,078 64,618 70,326 
Circulation (national banks) 720,001 729,686 648,494 651,155 | 650,946 


Due to other banks and } 
bankers. ..| 3,610,211| 3,928,292 4,370,909] 4,330,605) 4,289,337 
Certified cheques and cash- | 








iers’ cheques Ye 358,110 664,857 698,861 | 655,649 | 1,119,943 
Individual deposits .-| 40,034,195 | 42,954,121 46,765,942 | 48,882,296 | 51, 1323554 
United States deposits ee 238,439 | 152,302 147,220 187,827 194,024 
Other liabilities® ee ..| 2,267,949 A 662,140 2,015, 049 2,312, 770) 2,403,197 

Total o< .-| 54,034, 911 |‘ 57,144, 690 | 62,057,037, 64, 893, $62 [08,133 2,558 

1 Includes banking house and other real estate owned. 2 Includes lawful reserve 
with Federal Reserve banks. * Includes exc hanges for clearing house. * Includes 
acceptances reported by national banks. > Re sported ; separately by national banks 
only. © Includes bills payable and rediscounts. 


in a way that greatly changes the competitive system. 
It is also true that in a good many manufacturing fields 
there has been a genuine enlargement of size through 
actual combination and fusion by means of “mergers.” 
This has been noticeable, for example, in the steel 
industry, where important changes have occurred in 
recent months. During the present year it will probably 
be the most conspicuous feature of the automobile 
industry in which there are many weak plants and 
enterprises of a doubtful margin of safety. 
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A manufacturing or retailing establishment of large 
size has to have a bank of large size to which it can go 
for accommodation. What has been going on, therefore, 
in the commercial and manufacturing field, necessarily 
has its reflection in the banking field, more particularly 
in view of the fact that the practice of relying on the 
commercial paper market as a means of financing large 
houses is tending to decline in prevalence. Prior to the 
adoption of the Federal Reserve Act many large houses 
which found their needs too great for the local bank, yet 
which did not care to form a connection with a city bank 
at some distance, were in the habit of getting the funds 
they needed by selling their commercial paper. This was 
notably true of the New England cotton mills, the 
Chicago packing houses and many others. The practice 
of course still prevails, and on a large scale, there being 
today very nearly $1,000,000,000 (according to estimate) 
of commercial paper afloat in the country. But since 
the adoption of the Federal Reserve Act the introduction 
of the banker’s acceptance has tended somewhat to 
supersede the commercial paper method, while the banks, 
on the whole, have been inclined more and more to 
discourage clients from resorting to the commercial paper 
house, in view of the fact, particularly, that they had the 
acceptance to offer as a substitute. So, in a good many 
ways, there has been a gradual breaking off from the 
older method of financing, and a tightening of the control 
exerted by the banks over the business establishments 
which were dependent upon them. In fact, there is a 
good deal of complaint in many quarters because of the 
tendency of American banks to become dictatorial, and 
to intervene in the affairs of borrowers to too great an 
extent, even when the borrowers are by no means insol- 
vent or likely to get into difficulties of any kind. The 
increasing power of the banks in actual business is 
naturally enhanced by growth in their size and resources, 
which enables them to follow the foreign custom of in- 
sisting that borrowers shall deal only with one bank and 
shall not go to the commercial paper market (or even 
the general acceptance market) without definite permis- 
sion from their bankers which is likely to be granted only 
under unusual conditions. 

One thing which has played an important part in this 











AMERICAN BANKING 439 


movement toward change has, of course, been the failure 
‘epidemic ’’ among American banks. For the past three 
years failures have run very close to an average of goo 
per annum (taking all of the banks of the country). The 
number of such failures has been greatest in the States of 
the west and middle west, but the south has also suffered, 
although the eastern and western seaboards have been 
relatively free from disasters of this kind. With 1927 
fairly over, there is an effort to get a clearer idea of how 
things have developed in that connection. It is still too 
early to obtain positively accurate figures for the twelve 
months, yet it would appear that from the best infor- 
mation available there has been a decrease of perhaps 
one-third in number and that aggregate failures for the 
year will not 1un over 650. Among the national banks 
they seem to have been about 200 in number. The first 
half of the year was particularly disastrous to national 
banks, the number of failures being higher than the vear 
before. About mid-year, however, there came a turn for 
the better, the second half-year showing a total of pro- 
bably about 200, or a falling-off of probably 60 per cent. 
as compaied with the second half of 1926. This is not 
due to any great change in the methods of banking, and 
perhaps means little more than that the failure epidemic 
has worn itself out in some parts of the countrv. How- 
ever, the continued prevalence of bank failures for a 
number of years past has emphasized the relative safety 
and desirability of the branch banking system. It has 
greatly increased the practice of banking by mail, de- 
positors at a distance from cities remitting their principal 
funds for deposit in a bank which they believe to be 
stronger than the local institution. Indeed, it is this 
comparative lack of confidence in the small local banks 
that has, in a number of cases, seemed to be responsible 
for the increase in the number of failures, the local banks 
being unable to recover and hold any adequate quantity 
of deposits when once a failure or two had developed in 
a community. 

Within a short time it seems certain American banking 
laws will be changed—gradually but surely—to permit 
of the spread of branch banking throughout the country. 
This change is not likely to come suddenly, but, on the 
contrary, will be effected only with substantial limitation 

11 
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and on very carefully specified conditions. The upshot 
of it will be that the movement already noted, toward 
larger units of capital and closer control over business and 
borrowing, will broaden and assume a more positive form 
even than heretofore. In some respects the change is 
likely to be decidedly beneficial. In other respects it 
will raise some serious questions which are already 
beginning to be discussed. 

One such question has to do with the relations between 
the several banks and the Federal Reserve banks. The 
latter have been organized under the law creating them 
upon the express understanding that they are not to 
discriminate between their members, but are to give the 
same facilities for borrowing and rediscounting to the 
small bank (proportionately to size) that they give to 
the large institutions. Of course, the observance of this 
requirement has been of a Pickwickian variety for the 
most part, the Reserve banks, particularly in the larger 
centres, being inclined to arrange matters so that the 
more important banks in the community got what they 
wanted, while they have equally been disposed to hold 
back the loans asked on behalf of small banks, when 
they could. For example, only about a year ago one 
of the large New York city banks was enjoying rediscounts 
of considerably more than $100,000,000, which it was 
using in the stock market. This was very nearly one- 
seventh of the entire loans of the Reserve banks taken 
together. Small banks have to be accommodated, and 
at some of the interior Reserve centres have been given 
more than they ought to have had, or than was good 
for them. More and more, however, there is a tendency 
to draw the deposits of country banks to New York and 
Chicago, and to leave the interior Reserve banks compara- 
tively inactive. The larger Reserve banks then lend 
freely to their immediate local customers, either through 
the acceptance method or on direct notes of the customers 
secured by Liberty Bonds, and they discourage the country 
banks from rediscounting with them so far as they can. 
The country banker has to get his accommodation from 
his city correspondent— with which the Reserve bank is 
inclined to deal generously. Thus the system of redis- 
counting set up by the Reserve banks is being rendered 
obsolete, and in its place is developing the centralized 
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control of bank resources by a few Reserve banks which 
support their larger members through thick and thin. 
The latter are largely engaged in the stock market, but 
they also take pains to meet the requirements of their 
small country correspondents sufficiently to keep the 
latter fairly well satisfied~-a kind of modified branch 
banking. It was difficult from the very beginning to 
induce the Reserve banks, under the management which 
was established in them, to give up the stock market 
type of banking and to shift over to a style of banking 
based on commercial paper. It is more difficult today 
than it was then, and, in addition, very little effort is 
being made to conserve the older idea which was reflected 
in the Reserve Act. Accordingly, the general tendency 
of the Reserve system is, as already intimated, working 
pretty strongly against the small bank and its indepen- 
dence, and is, instead, supporting the movement toward 
larger banking units which has already been set forth 
from a statistical standpoint. 

The character of the future banking situation in the 
United States, in these circumstances, is well worthy of 
study and forecast. It is not likely that for many vears 
to come, if ever, will the free banking idea be given 
up. But the notion that any group of persons who have 
the necessary capital can organize a bank is already being 
sharply antagonized in practice. Both the Comptroller 
of the Currency and the State Superintendents of Banking 
have in the past two or three years been less and less 
disposed to grant charters to groups of applicants merely 
because the latter wanted them. They have been more 
and more inclined to consult existing banks and bankers 
in order to be sure that a new organization would be 
acceptable to the latter. When it did not prove to be 
so, the fact has usually been cited as a good reason against 
the granting of the new charter. Technically, however, 
the permission to organize banks of small capital when 
and wherever wanted, is likely to be retained. On the 
other hand, branch banking, as it spreads, is not likely 
to be left entirely unrestricted. The Californian system 
of limiting the number of branches a bank may have in 
proportion to the total amount of its capitalization has 
been effectual in preventing an undue spread of branches 


and it is likely to be retained and improved upon by those 
112 
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States which grant larger branch banking powers. But 
these modifications, after all, are secondary. The fact 
remains that American banking is definitely entering 
upon a period of transformation in which larger, and 
probably more efficient, banks will take the place of the 
number of small institutions that have existed, and in 
which Federal Reserve banks are likely to regard them- 
selves as the heads of small groups of large banks rather 
than the co-operative or harmonizing elements designed 
to bind together great numbers of small banks into 
effective and safe groups. Something may happen to 
arrest this tendency, or an uprising of popular feeling may 
check it for a time. The present tendencies, however, 
are quite unmistakable, and it would seem that the 
Federal Reserve System, instead of strengthening inde- 
pendent banking, has rather been inclined to impair 


its future. 


Central Banking Bulletin 


BANK OF ENGLAND 
IR OTTO NIEMEYER has returned to London from 
S the United States, where he spent some time in 
consultation with the Federal Reserve authorities 
and the Treasury. 
The vacancy on the board of directors caused by the 
death of Mr. Michael Spencer-Smith will be filled at 
the next meeting of the General Court. 


3ANK OF FRANCE 

The shareholders’ meeting of the Bank of France 
was held in Paris on January 26. The Governor's 
report emphasizes the improvement of the financial 
situation of France, as well as of the situation of the bank, 
and the balance sheet shows a substantial reduction of 
advances to the State. While the bank’s commercial 
turnover amounted to 74,812,000,000 f., its operations 
on account of the Treasury amounted to 607,474,000,000 f. 

The London visit of M. Moreau, Governor of the bank, 
has provoked much Press comment, both in this country 
and in France. It was suggested that M. Moreau dis- 
cussed with Mr. Montagu Norman the resumption of 
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gold purchases in London, but a semi-official French 
statement denied this suggestion. According to another 
report, one of the principal topics of the conversation 
between the two Governors was the Rumanian stabiliza- 
tion scheme. As M. Moreau was accompanied by M. 
Quesnay, head of the Economic Intelligence Department 
of the Bank of France, who was recently in Bucharest 
to investigate the financial conditions of ‘Rumania, it 
appears probable that the matter was discussed. 

The repatriation of the bank’s gold held abroad 
continues, and the 2 per cent. turnover tax on gold 
imports has now been removed, with a view to preparing 
the way for a free gold market in Paris. 

A large amount of gold was shipped to France from 
London, which gave rise to rumours that the Bank of 
France resumed its gold purchases in this market. It 
was officially stated, however, that, since August 1927, 
the Bank of France. did not buy any gold in London, 
and that the gold transferred to Paris has been ear- 
marked on account of the Bank of France for some 
time past. 

BANK OF NORWAY 

The principle of independent central banking has 
been decisively vindicated in Norway. On February 1, 
the Bank of Norway raised its bank rate from 5 per 
cent. to 6 per cent. The rise was entirely justified by 
stringent monetary conditions, as well as by the adverse 
balance of trade, as a result of which the Bank of Norway’s 
foreign exchange reserve underwent a heavy decline 
during January. In spite of this, the bank’s action was 
attacked by the short-lived Socialist Government, on 
the ground that it was taken without the consent of the 
Government. The Prime Minister made a public state- 
ment to the effect that the bank rate must be reduced 
as soon as possible. He declared the necessity of esta- 
blishing a Bank Council to act as intermediary between 
the Government and the central bank. The Bank of 
Norway, however, refused to yield to this pressure, and 
maintained the bank rate at 6 per cent. Its firm 
attitude met with general approval of bankers both in 
Norway and abroad. Largely as a result of this incident, 
the two 3 eg? parties in the Storthing joined forces 
and defeated the Government. 
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The net profits of the Bank of Norway for 1927 
amounted to 14,700,000 kroner, against 13,000,000 kroner 
for 1926. The dividend will remain unchanged at 8 
per cent. 

CZECHOSLOVAK NATIONAL BANK 

At the shareholders’ meeting of the Czechoslovak 
National Bank, the Governor, Dr. Pospisil, foreshadowed 
the establishment of a gold standard at an early date. 
The net profits of the bank for 1927 amounted to 
50,100,000 crowns, against 31,520,000 crowns for 1926. 
The dividend has been raised from 6? per cent. to 7} 
per cent. 

HUNGARIAN NATIONAL BANK 

The annual report of the Hungarian National Bank 
states that the gold reserve has increased from 168,800,000 
pengo to 196,800,000 pengo during last year. The foreign 
exchange reserve showed no wide fluctuations during the 
year, which seems to indicate a return to normal condi- 
tions. The discount rate remained unchanged at 6 per 
cent. throughout the year. 


AUSTRIAN NATIONAL BANK 


On January 27 the Austrian bank rate was reduced 
from 63 per cent. to 6 per cent., owing to easier conditions 
in the Vienna money market. The dividend of the 
Austrian National Bank will remain unchanged at 10} 
per cent. 

NATIONAL BANK OF RUMANIA 

The net profits of the National Bank of Rumania for 
1927 amounted to 199,427,713 lei, against 157,814,463 lei 
for 1926. The dividend has been raised from 388 lei 
to 440 lei. In his annual address, M. Burilliano, Governor 
of the Bank, expressed the hope that the leu will be 
definitely stabilized before long. Negotiations for that 
purpose have been carried on in Bucharest for the last 
few months. The Government is desirous to raise an 
external loan, and, at the same time, it is hoped that the 
National Bank will conclude a credit with a group of 
central banks. 

SWEDISH RIKSBANK 

The net profits of the Swedish Riksbank for 1927 

amounted to 14,500,000 kronor, against 19,100,000 kronor 
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for 1926. Being a State bank, the Riksbank does not 
distribute any dividend. 
Swiss NATIONAL BANK 


The Swiss National Bank earned a net profit of 
13,430,669 f. in 1927, as compared with 13,292,072 f. for 
1926. The dividend will remain unchanged at 8 per 
cent. The bank’s capital was raised from. 120,000,000 f. 
to 140,000,000 f. during 1927. The annual report deals 
extensively with the plethora of short-term funds in the 
Swiss money market. One of the causes of the monetary 
ease was the withdrawal from circulation of the coins of 
other members of the Latin Monetary Union. As many 
of these coins were hoarded, their exchange for notes 
resulted in an increase of the actual monetary circulation. 
The bank rate remained unchanged at 34 per cent., and 
the market rates were the lowest in Europe, with the 
exception of France. The report states that the bank, 
in co-operation with the Federal Finance Department, 
is considering a monetary reform scheme. 

TURKISH STATE BANK 

The Turkish Government is reported to have received 
several offers concerning the establishment of a Turkish 
State Bank. The bank’s capital will be represented by 
the difference between the total Treasury note circulation 
—with which the Government’s account will be debited— 
and the amount presented for exchange. This difference 
is estimated at about £T.30,000,000. It is believed that 
the Government will seek the co-operation of the Ottoman 


Bank. 





STATE BANK OF Morocco 
The State Bank of Morocco has reduced its discount 
rate from 63 per cent. to 5$ per cent. The bank’s 
indebtedness to the French Treasury has been considerably 
reduced during the last year. 
NATIONAL BANK OF GREECE 
The dividend of the National Bank of Greece has been 
fixed at 1,300 drachmas for the second half of 1927, 
which is equal to the corresponding period of 1926. 
The preparations for the establishment of an agricultural 
bank to take over the National Bank’s department of 
agricultural credits are now approaching completion. 
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Law Reports 


War and Banking Facilities—Ironmonger @) Co. 
v. Bradley Dyne—Lord Terrington’s Affairs 


war upon banking facilities between a German 

bank and British nationals has just been settled by 
the Anglo-German Mixed Arbitral Tribunal. The parties 
were Kittel & Co. Limited, British nationals, and the 
Direktion der Disconto Gesellschaft, German nationals. 
At the outbreak of war there was a credit balance in 
favour of the company of 1,655 m., which was increased 
by a payment in of 1,049°55m. in July 1916, and no 
dispute arose as to the claim of the company to these 
credits. But as against that the bank had in April 
1916 paid away on behalf of the company a sum of 
10,000 m., and claimed the right to debit the company 
with such payment which was made pursuant to a 
contract made between the parties before the war, 
namely in April 1913. The Tribunal found in favour 
of the bank’s claim so to debit the company. The facts 
were these : Before the war the British company owned 
the share capital of a German company, shortly called 
‘“ Idawerk,”’ which had an account with a_ harbour 
authority for deferred payment of freight. As security 
for this account, the Disconto Gesellschaft in June 1913, 
at the request of the British company (Kittel & Co.), 
gave to the harbour authority a guarantee for 10,000 m. 
for the fulfilment of the liabilities of the Idawerk on 
this account. 

During the war the liabilities thereunder grew to the 
full amount of the guarantee, and the Idawerk, being 
pressed for payment, admitted their inability and re- 
quested the bank to pay under its guarantee the 10,000 m., 
which it did, and debited the amount to the account of 
the British company at whose request they had given 
the guarantee. 

It was this 10,000 m. that the Disconto claimed as 
against Kittel & Co., and, subject to admitted credits, 
the Tribunal awarded it. Obviously the guarantee as 


N NOTHER problem connected with the effect of the 
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between the Disconto and the German harbour authority 
was, as being between one German national and another, 
not affected by Article 299 (a) of the Treaty of Versailles. 

On the other hand, the contractual relationships 
between the German bank and the British bank were 
dissolved under Article 299 (a) ; but there remained as a 
pecuniary obligation “arising out of an act done’ 
thereunder the obligation to indemnify the bank in 
respect of the personal liability undertaken by the bank 
towards the harbour authority. The Tribunal found 
that the bank, by discharging that obligation, had acted 
reasonably, having due regard to the interests of the 
debtors, and that therefore, in accordance with previous 
decisions of the Tribunal, the bank were entitled to be 
reimbursed. The Tribunal took into account in arriving 
at this decision of reasonable action by the bank the 
following facts: The British company were the real 
owners of the Idawerk ; the guarantee was given at 
the request of the British company, and the bank had 
reason to believe it would be contrary to the interests 
of the company to put an end to the guarantee after 
the outbreak of war and to claim direct from the 
Idawerk; nor could the bank at the time of payment 
know that their contract with the British company 
would be dissolved by the subsequent treaty with 
retroactive effect. 

The Second Division of the Anglo-German Mixed 
Arbitral Tribunal has just pronounced another judgment 
in respect of war-time bills of exchange, i.e. bills accepted 
during the war in accordance with a pre-war letter of 
credit. In the case in question, a Hamburg firm— 
Miinchmeyer & Co.—in 1906 had opened a credit in favour 
of a British timber and railway company having a Buenos 
Aires branch and operated on the credit by various bill 
transactions both before and during the war. They 
claimed against the British company for £22,049 4s. 8d., 
the value of certain bills accepted after the outbreak of 
war. Could such transactions give a claim through the 
clearing-house procedure ? That was the question before 
the Tribunal. They were of opinion that in view of 
Article 299 of the Treaty of Versailles, no liability to 
accept these bills could be held to have subsisted after 
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the outbreak of war, and that the fact that the parties 
intended to act in pursuance of a pre-existing contract 

assuming that such a contract existed at the outbreak 
of war, which it was not necessary for the Tribunal to 
decide—did not constitute a sufficient ground for saying 
that, in the circumstances of this case, there was an 
obligation on the part of the defendants arising out of 
a pre-war contract within the meaning of Article 296 (2) 
of the Treaty. Accordingly, the Tribunal decided that 
the claim in respect of these bills must be rejected. 

It has been suggested to us s that the recent case of 
[Ironmonger & Co. v. Bradley Dyne, reported in the early 
days of February, affords a topic for comment. From 
the point of view of the general public no doubt the case 
was replete with interest, and the allegations of Mrs. 
Bradley Dyne, the defendant, that Mr. Gregory, an 
Assistant Under-Secretary of State for Foreign Affairs, 
and two other officials engaged at the Foreign Office, 
were involved in her speculations in foreign currency, 
added a certain piquancy. That aspect of the case has 
been the subject of departmental inquiry, however, and 
does not concern us for the moment. Nor indeed does 
the sensational extent to which Mrs. Dyne carried her 
speculations into tens of thousands of pounds with the 
foreign bankers who were the plaintiffs, claiming from 
her no less a sum than £39,178 sterling. After a long 
hearing, that sum was aw arded against her by judgment 
in accordance with the jury’s finding on the sole defence 
raised by her—namely, that such sum, the balance of a 
series of gambling transactions, was rendered irrecoverable 
by the Gaming Act. The only point of law in the case 
was this dispute as to whether it was a mere gamble in 
‘differences’’ or a series of legitimate contracts of 
speculative dealings in foreign currencies——at a time when 
public speculation in these widely vacillating values was 
prevalent. From a legal point of view this was the only 
feature of the case worthy of note in that, freed from any 
extraneous defences, the “ pure milk of the word ” was 
put to the jury by Mr. Justice Horridge, the presiding 
judge. Too often there is confusion in lay minds as to 
Stock Exchange transactions in stocks and shares, market 
dealings in futures such as sugar, rubber, cotton, etc., 
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and financial deals as to currency—and the effect of the 
Gaming Act plea so frequently prayed in aid. 

It may well be that the intention of the speculator, 
known to the banker or broker with w hom the dealing is 
carried through, is that “ differences ”’ are aimed at, and 
there is no real intention to complete purchase or to buy 
against sales if at all possible to avoid it. But are the 
contracts such that their fulfilment is in reality binding 
on the parties? There is a clear distinction between, 
on the one hand, speculation carried through by firm 
contracts binding on both parties, and on the other hand, 
pure gambling where the contracts, in form binding, are 
never intended by either party to be acted upon except 
as to pay or receive on the differences as governed by 
market prices—i.e. a governing agreement for a gamble 
on future contingencies without any real contractual 
obligation to buy or sell with the concomitant of actual 
delivery of the subject matter of the contracts. 

Ordinary transactions, however speculative, where 
contracts in the ultimate resort have to be fulfilled, are 
not “ gaming.’’ But a transaction in which, whatever 
the form of the contract, both parties have agreed to 
settle the “ differences ’”’ according to fluctuating market 
prices at the relevant dates—that is pure “ gaming.’ 
With the law clearly stated by an eminent judge, the jury 
in this particular case found, after a little deliberation, 
that the transactions were speculations in the ordinary 
sense operated by binding contracts, and that there 
was no agreement between the parties that in any way 
affected the nominal operation of such contracts. A 
speculator’s intentions to deal in differences only cannot 
alone create a “ gaming ”’ transaction and cannot defeat 
the right of the other contracting party. It has to be 
proved that both of them have agreed to ignore the formal 
contract and act upon differences only. 

Since writing the above we have had published the re- 
sult of the inquiry into the conduct of the Foreign Office 
officials concerned upon which disciplinary action has been 
taken. Itisa relief to learn, at any rate, that however 
improper their conduct in engaging in speculations may 
be regarded there is no support for the more serious sugges- 
tion that official codes were used, or that there was any 
manipulation of official matters as aids to speculation. 
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The case of Reckitt v. Barnett Pembroke and Slater 
Ltd. was heard before Mr. Justice Rowlatt in November 
last year, and on appeal from his decision by the Court 
of Appeal on February 16, 17, 20. It raises the old 
and familiar debate as to a cheque drawn by an agent in 
abuse of his authority and which of two innocent persons 
is to suffer by the wrongful act of the agent—a question 
painfully familiar to bankers. In this particular case 
the claim was by the abused principal against the payees 
of the cheque and not against a collecting banker, but 
the principles discussed, with the exception that Section 82 
was not applicable, were precisely the same. A wealth 
of banking cases were considered during the argument. 
Sir Harold Reckitt, Bart., the plaintiff, claimed {£200 
from the defendants, who were motor salesmen, proceeds 
of a cheque for that amount drawn on his banking account 
by Lord Terrington, at that time his solicitor and acting 
under a power of attorney. The cheque was handed by 
Lord Terrington to the defendants as payment of an 
instalment due under a hire purchase agreement made 
by him with them for a Rolls-Royce car. It appeared 
that there were many more larger amounts that Lord 
Terrington was alleged to have drawn from Sir Harold 
Reckitt’s account otherwise than for his principal’s 
purposes, and without his actual knowledge. Hence the 
present action raises a point applicable to a wider area 
than its immediate incidents. It seems that Sir Harold 
was abroad and had left Lord Terrington in entire charge 
of his affairs in England under a power of attorney in the 
widest possible terms, and giving him power to make 
agreements for him and draw cheques on his account 
without restriction. Indeed, as was stated in Court, 
Lord Terrington not only acted as agent for his real 
estate and business affairs, but paid the butchers’ and 
bakers’ bills and, indeed, acted as Sir Harold’s alter ego. 
At the time this particular cheque for £200 was drawn 
Sir Harold was in India. It was signed “ Sir Harold 
J. Reckitt, Bt., by Terrington, his attorney,’’ and was 
therefore on its face a perfectly good cheque covered by 
the power of attorney. 

For Sir Harold Reckitt it was claimed that the power 
of attorney could only be held to apply to the business 
purposes of Sir Harold; that the use of the cheque being 
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in fraud of him and used for the personal purposes of 
Lord Terrington, was a conversion ; and that the signature 
being a procuration signature put the payees on inquiry 
and that therefore they could not claim to hold the 
proceeds against the principal whose attorney had 
abused the authority. For the defendants it was pleaded 
that there was no conversion: that Lord Terrington 
clearly had authority from the plaintiff to draw cheques 
without restriction on his account, and it was denied that 
he acted without authority or that in the circumstances 
it could.be said he acted without knowledge of Sir Harold. 
They did not admit he acted fraudulently or wrongfully. 
And they set up that Sir Harold Reckitt was estopped 
from alleging any want of authority in Lord Terrington 
to draw the cheque and hand it to them in payment by 
reason of Sir Harold’s own conduct and by reason of 
his want of reasonable care. 

Mr. Justice Rowlatt at the trial gave judgment for 
the plaintiff on the ground that the case was clearly 
covered by the decision of the Privy Council in John v. 
Dodwell & Co. Ltd. (1918) A.C. 563—holding that the 
defendants must be taken to have had notice that Lord 
Terrington, acting as agent, was utilizing the cheque 
for his own personal ends. As to the other points, 
the learned judge distinctly held that the cheque, as a 
cheque, was good ; that there was power to draw it; that 
it did not become bad because it was fraudulent; and 
that Sir Harold had done nothing by his conduct or 
negligence to mislead the defendants and bring about 
their loss. 

The argument in the Court of Appeal occupied three 
days, and among the cases cited other than John v 
Dodwell were London Joint Stock Bank v. Simmons 
(1892) A.C. 201; Thompson v. Clydesdale Bank (1893) 
A.C. 282; Corporation Agencies v. Home Bank of Canada 
(1927) A.C. 318; Morison v. Westminster Bank (1914) 
3 K.B. 356; A. L. Underwood v. Liverpool and Martins 
Bank (1924) 1 K.B. 775; Morison v. Kemp 29 T.L.R. 70; 
Bryant Powis v. La Banque de Peuple, etc. (1893) A.C. 
179; Hambro v. Burnand (1904) 2 K.B. 10o—all of these 
cases well known to the banking world where problems 
connected with authority and notice are all too familiar. 
Judgment was reserved. 
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German Banking 
By Our Berlin Correspondent 


EARLY a year after the unsuccessful 5 per cent. 
N: Reich Loan a large _ loan has again been placed 

in Germany. The German railways have issued 
100,000,000 reichsmarks of 7 per cent. Preference Shares 
at 933, guaranteed by the ‘Re ich, and the underwriting 
banking consortium, under the lead of the Reichsbank 
took up an option on a further 100,000,000 reichsmarks. 
The success of the issue was so great that only small 
allotments can be made, and the banks immediately 
exercised their option. The result is surprising. The 
banks were rather — of this issue, and even now 
the capacity of the German market should not be over- 
estimated, for there is no doubt that the success of the 
railway issue was mainly due to participation from abroad, 
especially from America. This fact is not without a certain 
irony, since it is well known that the railways desired from 
the first to place the shares abroad, and only abstained 
because the reparations agent, Mr. Parker Gilbert, raised 
an objection on the grounds of the transfer problem 
Now the greater part of the issue still goes to the U.S.A., 
and neither the reparations agent nor the German 
Government can prevent it. Only the foreign pur- 
chasers are prejudiced, because the shares are only quoted 
on the Berlin Exchange and not on the New York 
Exchange. The railways urgently required the money for 
capital investment. 

In other respects Germany has been pursuing an 
ascetic borrowing policy for several months. The receipt 
of foreign loans has almost entirely ceased ; the only large 
foreign “loan of late was a 20,000,000 dollar issue of the 
United Electricity Works of Westphalia. In Germany 
itself, the demands on the capital market have been 
limited to the issues of the mortgage institutions men- 
tioned in previous reports. Too much was expected of 
the German capital market last year. The breathing 
space now granted will do good. The relief is clearly 
reflected on ‘the Reichsbank position : 
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Foreign 


Bill Note Currency 

Portfolio — Circulation Holding 
15 January .. bia 2,331 3,928 286 
15 February .. a 1,964 3,784 293 


For the first time since the summer of 1927 the bill 
portfolio of the Reichsbank has fallen below 2 milliards. 
It is, of course, still 700,000,000 reichsmarks higher than 
in mid-February 1927, but the inflow into the Reichsbank 
continues, and interest rates on the market are falling 
steadily. The private discount fell from 6°25 per cent. 
in the middle of January to 6 per cent. in February, 
and monthly money declined from 8 to 7} per cent. 

As a result the Reichsbank, with its f enter rate of 
7 per cent., has already slightly lost touch with the 
market. For the first time since the inflation the situa- 
tion has warranted the introduction of Treasury bills on to 
the market, but only a small amount was involved. The 
exchequer does not require the money at present, since 
the inflow of revenue is surprisingly high. The first ten 
months of the financial year have ne arly produced the 
estimated revenue for the whole year. But the exchequer 
will need the money in the next few months, firstly 
because it cannot place a loan, and secondly, because 
as a result of a decision of the Reichstag it requires at 
least 100,000,000 reichsmarks for advances to agricul- 
tural co-operative societies suffering from the agrarian 
crisis. 

The crisis in the agricultural societies is a problem 
which is greatly exercising the German public. In all the 
provinces afflicted by agricultural distress the credits 
of the societies have been lost or at least are “ frozen.” 
The common source of credit of these societies is the 
Prussian Central Co-operative Bank (Preussiche Zentral- 
genossenschaftskasse or Preussenkasse), a public institution 
which operates chiefly with the money of the Reich, 
Prussia, the Reichsbank, and the Prussian State Bank 
(Seehandlung). The total advances made by the Preussen- 
kasse to the societies amount to nearly 1,000,000,000 
reichsmarks ; and the Preussenkasse, which was formerly 
one of the most important lenders on the Berlin market, 
now needs money itself, and is asking for 100,000,000 
reichsmarks new capital from the State in order to 
recover its liquidity. 
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In a much better position than the agricultural co- 
operative societies are the industrial co-operatives, which 
are mostly under the financial direction of the Dresdner 
Bank. These societies recently held their annual meeting, 
and on this occasion some interesting figures were quoted 
showing the share of private, public, and co-operative 
banks in the German credit organization. 

The position on June 30, 1927, was as follows : 

Savings Other 
Accounts Deposits Creditors Total 
Million Km. 
Joint Stock Banks .. 3,994 3,140 7,402 
State & Permanent Banks 33 1,562 348 2,267 
Savings Banks es 27 2,078 18 6,169 
Industrial Co-operative 
Societies .. + 207 ~- 700 

From this it is seen that the public banks and savings 
banks command about 14 milliard reichsmarks more out- 
side resources than do the private banks. The members of 
the town cc-operative societies (i.e. excluding agricultural) 
were Classified by occupations as follows : 

1913 1926 
19°8 per cent. 
I5'I 
16°9 
16°4 


22°2 


S) 
No 


we Ss bu 


Artisan 

Trade and Manufa uC ture 
Agricultural 
Professional and Officis 7 
Clerks and Employees .. 23 Ms 
Others me eh : ‘ 86 

As the first table shows, a much greater part than that 
of these societies, whose origin goes back to the sixties of 
last century, is played by the savings banks. Since the 
war these banks have had a common central organiza- 
tion in the Deutsche Girozentrale. The Girozentrale has 
just published its balance-sheet for 1927, which throws 
some interesting sidelights on the development of the 
German capital market. The Girozentrale works with 
its own capital of 38,900,000 reichsmarks, of which 
10,000,000 are subscribed by the Prussian State and the 
rest by the member organizations, the provincial Giro- 
zentralen. On the other side stand the creditors’ item 
of 253,000,000 reichsmarks and 333,000,000 reichsmarks 
of loans. The creditors’ item slightly declined in 1927 
because the municipalities which use the Girozentrale 
as their banker can only dispose of scanty resources, 
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since they no longer receive foreign loans. Of the 
333,000,000 reichsmarks of current obligations, more 
than a quarter ($22,400,000) represents a loan taken up 
in America in 1926. The rest was raised in Germany. 
But against this long-term issue of 333,000,000 reichs- 

marks stand long-term loans of 357,000,000, which the 
Girozentrale itself had to grant. In other words, 
24,000,000 reichsmarks, the greater part of its own capital, 
is tied up in long-term credits because and as long as no 
new loans can be negotiated. 

And the liquidity of the Girozentrale is threatened 
from yet another side. The balance-sheet shows security 
holdings of 40,000,000 reichsmarks, compared With 
12,000,000 reichsmarks in the previous year. This 
difference is explained by the fact that the institution was 
compelled to intervene on the market with a large sum 
in the last months of the previous year in order to prevent 
too great a fall in the price of its securities. As a result 
of these interventions all the public credit institutions, 
especially the Prussian State Bank, incurred losses of 

many millions, which nearly wiped out the profit of the 
previous year. 


International Banking Review 


UNITED STATES 

HE expansion of the Giannini banking interests, 

which is being observed very carefully in New 

York banking circles, has made considerable pro- 
gress during the past month. The Bancitaly Corporation 
has secured a controlling interest in the Bank of America. 
Although the group originated in California, it has 
secured a strong hold in New York through the establish- 
ment of the Bowery and East River National Bank, 
and through the acquisition of the Commercial Exchange 
Bank of New York. As a result of the new deal the 
group's combined resources will attain $550,000,000. 
Mr. Giannini has also secured a big block of shares of the 
Manufacturers’ Trust Company of New York, but the latter 
will retain its independence. In spite of its expansion in 
the east, the group did not neglect its original domain 
in the west. Since the beginning of this year the Bank 
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of Italy, San Francisco, has acquired a number of 
additional banks. Among others it has secured the 
control of the Farmers’ and Mechanics’ Bank, Sacramento, 
with assets aggregating $15,000,000. Another interesting 
acquisition is that of the Federal Trust and Savings Bank, 
Hollywood, of which Mr. Schenk, the film producer, is 
the chairman, and Mary Pickford, Douglas Fairbanks, 
and Norma Talmadge are directors. The United Bank 
and Trust Company of S san Francisco, which belongs to the 
same group, will shortly absorb two of its affiliated banks, 
the French-American Corporation and the Security 
Trust and Savings Bank. The new bank will have re- 
sources of over $200,000,000, and will have sixty-five 
branches in California. 

The net profits of the Bancitaly Corporation for 
the business year ended January 20, 1928, amounted 
to $32,917,823, after deducting $4,497,350_ reserves 
for taxation, and $1,500,000 for various University 
endowments. The amount of securities owned by the 
company was $252,430,000, including securities of over 
fifty banks and other enterprises. 

Other recent events include an increase of the capital 
of the Bank of United States from $5,000,000 to 
$6,000,000, and the absorption of the New Netherlands 
Bank by the Seaboard National Bank. The Corn Ex- 
change National Bank, which celebrated on February I 
its seventy-fifth anniversary, has arranged to acquire the 
Stapleton National Bank. In our February issue we 
reported the increase of the capital of the Central Union 
Trust Company of New York to $15,000,000. We are 
informed that this report is without foundation. 

An interesting development in American banking is 
the increase of competition in issuing business. Several 
commercial banks, which have not hitherto issued loans, 
have established or are establishing subsidiary companies 
-similar to the National City Company or the Chase 
Securities Corporation. 





FRANCE 

It is stated that an Anglo-French bank will be 
established in London shortly with Lord Derby as chair- 
man. The directors will include representatives of some 
important London banks which at present transact 
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business on behalf of the Bank of France and the French 
Treasury. 

The Banque Oustric & Cie, Paris, which has recently 
raised its capital to 50,000,000 f., is considering another 
increase to 100,000,000 f. The bank has been very active 
in financing artificial silk transactions. Another in- 
teresting occurrence is the establishment of the Banque 
Commerciale et Agricole de Lorraine, to take over the 
Crédit Co-operatif de Lorraine. Its share capital will 
amount to 7,500,000 f. 

The bank results for 1927 available up to now confirm 
the optimistic expectations of last year. Among others, 
the Crédit Foncier de France has increased its dividend 
from 100 f. to 120 f. It is believed that most banks 
will increase their dividends. The net profits of the 
Banque Adam advanced from 4,000,000 f. to 6,000,000 f. ; 
the dividend will be raised from 4o f. to 60 f. Among 
provincial banks the Banque Renauld, Nancy, earned 
last year 5,128,000 f., as compared with 4,923,000 f. 
in 1926. It will raise its dividend by } per cent. to 9 per 
cent. The Banque Générale du Nord (formerly — 
Verley-Decroix) produced a net profit of 5,862,000 f., 
against 5,595,000 f. for 1926. The Comptoir d’ Canuitele 
de Mulhouse shows a net profit of 10,479,000 f.—a slight 
increase as compared with the previous year. 


GERMANY 

Another bank fusion was arranged during the past 
month. The Internationale Handelsbank A.G., Berlin, 
will absorb the Nordische Bank A.G., Berlin, and will 
increase its capital from 3,000,000 reichsmarks to 
7,000,000 reichsmarks. The new shares will be exchanged 
against shares of the Nordische Bank of the same nominal 
amount. The latter absorbed the Deutsch-Nordische 
Handelsbank A.G., as from January I, 1928. The 
amalgamation movement among small banks is thus 
making steady progress. Having regard to the recent 
difficulties of a number of small banks, this tendency is 
decidedly desirable. The report of the Priv atbank A.G.., 
Munich, which is in liquidation, states that the losses 
amount to 1,200,000 reichsmarks, which is in excess of the 
bank’s share capital. The Berliner Bankverein A.G. 


shows a net loss of 30,000 reichsmarks for 1927. The total 
KK 2 
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amount of the losses of the Rheinische Handelsbank A.G., 
Mannheim, was 750,000 reichsmarks. The creditors 
have agreed to a settlement out of court. All these banks 
are, however, merely local institutions. The situation of 
banks in general is sound and strong. They pursue a 
very conservative policy ; although their profits for 1927 
are believed to be satisfactory, “they expected to leave 
their dividends unchanged. 

The net profits of the Berliner Handels-Gesellschaft 
for 1927 amounted to 4,751,000 reichsmarks, against 
3,988,000 reichsmarks for 1926. The Bremen-Amerika 
Bank A.G. produced a net profit of 220,000 reichsmarks, 
against 215,000 reichsmarks in 1926. Its dividend will 
remain unchanged at 5 per cent. The Saechsische Bank, 
Dresden, increased its net earnings from 1,854,000 reichs- 
marks to 2,388,000 reichsmarks. Its dividend will be 
maintained at 10 per cent. On the other hand the net 
profits of the Prussian State Bank declined from 8,580,000 
to 5,140,000 reichsmarks. The bank’s turnover increased 
from  29,380,000,000 reichsmarks to 34,500,000,000 
reichsmarks. 

It is believed that the Deutsch-Asiatische Bank will 
be able to publish in April its much-delayed report, 
covering the period 1915-27. It is said that the bank’s 
position has considerably improved lately, and that it 
will be in a position to distribute a dividend for 1927. 
This optimistic forecast is without foundation and in 
well-informed quarters it is expected that a reduction of 
the capital is unavoidable, but it is hoped that only 
about one-third of the capital will have to be written off. 


ITALY 

Forecasts concerning the profits of Italian banks 
during the stabilization year of 1927 were rather pessi- 
mistic. The publication of the figures of the leading 
banks provided, therefore, a pleasant surprise, as the 
decline of the net profits against 1926 was comparatively 
small, and in some cases the re was even an increase. For 
instance, the net profits of the Banca Commerciale 
Italiana advanced from 94,496,000 lire to 99,932,000 
lire. The principal items of the balance sheet showed 
little change for the year. Deposits advanced by 
25,000,000 lire to 7,376,000,000 lire, while acceptances 
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increased from 447,000,000 lire to 502,000,000 lire. 
The Banca Nazionale di Credito produced net profits 
to the amount of 28,162,000 lire, against 31,080,000 lire 
in 1926. Deposits increased from 152,903,000 lire to 
177,616,000 lire, while current account creditors advanced 
from 1,533,636,000 lire to 1,825,947,000 lire. 

The office of chairman of the Banco di Roma, which 
became vacant through the resignation of Prince Bon- 
compagni, has been filled by the appointment of Mr. 
Luigi Soldi, a late director of the Credito Italiano. 
Otherwise the board of directors and the management 
will remain unchanged. Mr. Carlo Vitali and Mr. Loscar 
Weckerlein will remain joint managing directors. A 
group consisting of shipbuilders and provincial banks 
has acquired an important block of the bank’s shares. 

While the leading banks have further consolidated 
their position during the last twelve months, some of the 
smaller local banks are still in difficulty. The Banca 
dell’Italia Centrale, which was established in 1918, 
suspended payments. Its deficit is estimated at 10,000,000 
lire. Criminal proceedings have been initiated against 
members of the board and employees of the bank, as the 
Government is determined to proceed very severely 
against those responsible for bank failures. Another 
bank in difficulties, the Banca Conti, Florence, has 
been declared bankrupt, as it failed to reach an agreement 
with its creditors. Its liabilities amount to 16,600,000 
lire, while its assets are valued at 2,200,000 lire. The 
Banco di Geneva will hold an extraordinary shareholders’ 
meeting shortly, to decide whether it shall go into 
liquidation. On the other hand, the Banca Foglia, 
Milan, which was established in 1919, and applied 
some time ago to be placed under liquidation, has 
now withdrawn its application, and will resume full 
activity. 

All these banks are of purely local importance, without 
any international, or even national, significance. The 
position of the large and medium banks is essentially 
sound. They pursue a very conservative policy, and 
most of them have large hidden reserves. The failure 
of a number of small banks—most of which have been 
created after the war—is really beneficial, as it eliminated 
the weak elements from Italian banking. 
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BELGIUM 

The amalgamation scheme between the Société 
Générale de Belgique and the Banque d’Outremer has 
been approved by the shareholders of both institutions 
and will be effected without delay. The Banque de 
Bruxelles, which is the second largest bank of Belgium, 
will follow the example of its stronger rival and will 
absorb the Crédit Générale Liégeois. The shareholders 
of the latter will receive five Banque de Bruxelles shares 
for each nine shares they hold. Other interesting bank 
amalgamations are likely to follow shortly. 

At the same time, Belgian banks are endeavouring 
to strengthen their position by increasing their capital. 
The Mutuelle Solvay has summoned an extraordinary 
shareholders’ meeting for March 20, at which the board 
of directors propose an increase of capital from 
100,000,000 fes. to 300,000,000 fes. It has established 
close relations with the Banque Générale Belge, which has 
decided to increase its share capital from 100,000,000 fcs. 
to 200,000,000 fes. Of the new shares, 50,000,000 fecs. 
will be exchanged for the shares of the Compagnie 
Financiére Americano-Belge, which will be absorbed by 
the Banque Générale Belge. The other 50,000,000 fcs. 
will be reserved for the old shareholders. The bank will 
establish offices in Brussels in the near future. Its net 
profits for 1927 amounted to 33,726,000 fcs., against 
25,457,000 fcs. for 1926, and the dividend will remain 
unchanged at 18 per cent. 

Other bank results are equally satisfactory. The net 
profits of the Société Générale Belge for 1927 amounted 
to 67,600,000 fces., against 53,573,000 fcs. The Banque de 
Courtrai, which is affliated with the Société Générale, pro- 
duced a net profit of 4,616,000 fcs., against 4,456,000 fes. 
for 1926. The dividend has been fixed at 22 per cent. 
The net profits of the Banque de Crédit Commercial, 
Antwerp, for 1927 amounted to 8,426,000 fcs., against 
5,200,000 fes.; the dividend will be raised from 34 fes. 
to 60 fes., although the capital has been increased from 
12,000,000 to 44,000,000 fcs. last year. The net earnings 
of the Société Nationale de Crédit a l’Industrie, Brussels, 
on the other hand, declined from 21,200,000 fcs. in 1926, 
to 18,077,000 fcs. last year. The dividend will be re- 
duced from 64 fcs. to 373 fcs. This institution is of a 
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semi-official character, and as a result of the general 
progress towards normal conditions its sphere of activity 
is gradually narrowing down. 

The Union Financiére d’Anvers, to which a reference 
was made in our last issue, has been definitely constituted 
with a share capital of 90,000,000 fes. 


The U 


The majority of Swiss banks have increased their 
profits during 1927, and are able to maintain their 
previous dividends on increased capital. 
of the Swiss Bank Corporation remains unchanged at 
8 per cent., and the reserves have been increased to 
30 per cent. of the share capital. 
Switzerland has also increased its net earnings, and will 
maintain its dividend at 7 per cent. 
from 


The dividend 


nion Bank of 


The net profits 
10,539,000 f. to 
14,515,000 f., and the dividend will remain at 8 per cent. 
It has been decided to issue new shares to the amount 
of 20,000,000 f., and thereby to increase the share capital 
Another capital increase is that of the 
Basler Handelsbank from 75,000,000 f. to 100,000,000 f. ; 
the new shares of 500 f. will be issued at 625 f. 

Other bank results are compared with the corre- 
sponding figure for 1926 in the following table : 
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927 1926 
009 9,109 
280 5,390 
374 3,857 
,190 3,030 
,310 5,220 
,170 2,040 
,060 2,052 
532 2,383 
542 1,637 
450 441 
385 382 
317 311 
164 94 


The Banque de Montreux, which reduced its capital 
last year from 6,000,000 f. to 4,200,000 f., is once more 
Its profits amounted to 
283,000 f., against 360,000 f. in 1926, and it declared 
a dividend of 4 per cent, against nil for 1926. 
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DENMARK 

Definite steps are at last being taken for the recon- 
struction of the Danske Landmandsbank. According 
to the annual report submitted to the Government 
by the financial committee appointed to investigate 
the affairs of the bank, the total loss is estimated at 
172,000,000 kroner. The Government has introduced a 
bill for the reconstruction of the bank, and will have to 
raise an external loan to cover the bank’s losses which 
are now carried by the State. The bank will be divided 
into two sections, one of which will be concerned exclu- 
sively with the liquidation of bad assets, while the other 
will be carrying on ordinary banking business. The new 
bank will be established with a share capital of 50,000,000 
kroner. Of this amount, 30,000,000 kroner will be sub- 
scribed by Danish interests—mainly by the National 
Bank and the East Asiatic Company—while negotiations 
are in progress for placing the remaining 20,000,000 
kroner with an international banking group. Part of 
this block will be placed with a British group, including 
Hambros Bank and Barclays Bank. 

The banking vear in Denmark was not altogether 
satisfactory. The net earnings of several banks showed 
a decline. For example, the Copenhagen Handelsbank 
produced a net profit of 13,500,000 kroner for 1927, 
against 15,520,000 kroner for 1926. The Copenhagen 
Privatbank earned 3,600,000 kroner in 1927, as compared 
with 4,140,000 kroner for 1926. 

During the last year or two, close financial relations 
have been established between Copenhagen and Amster- 
dam. Several Danish issues were floated in Holland, 
and Dutch banks have extended their connections with 
Danish banks. The Industrieele Disconto Maatschappij 
established a subsidiary company in Copenhagen in 1926, 
and this company will now increase its share capital from 
500,000 kroner to 1,000,000 kroner. 


SWEDEN 
According to the report of the Inspector of Banks, 
on January I, 1927, the total foreign currency reserves 
of Swedish banks (excluding the Riksbank) were at 


484,000,000 kronor, the highest figure since Ig21. De- 
posits increased by 31,000,000 kronor during 1927. The 
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total domestic loans of all banks (including the Riksbank) 
declined from 4,563,000,000 kronor to 4,392,000,000 
kronor. 

The net profit of the Svenska Handelsbank for 1927 
amounted to 14,710,000 kronor, as compared with 
13,610,000 kronor for 1926. The position of the bank is 
considerably improved. Its special account for bad 
debts previous to its reconstruction has been reduced 
from 20,750,000 kronor to 16,870,000 kronor, and the 
dividend will be maintained at 10 per cent. A group of 
its shareholders have formed an association with a view 
to securing control of the bank. It is believed that the 
Swedish Match Trust is behind this movement, the aim of 
which is to amalgamate the bank with the Skandanaviska 
Kreditaktiebolaget. At the shareholders’ meeting of the 
bank they were in a minority and abstained from taking 
any action. 

The Sudsvenska Banken, which got into difficulties 
a few years ago, will be reconstructed by a group of local 
business houses, who will have to repay the Government 
and the big banks the amounts advanced by them to the 
bank. An alternative solution has been suggested 
whereby the bank will be placed under Government 
control; but this proposal has aroused much opposition. 


NORWAY 

The Norske Creditbank has published its report for 
1927, which states that it has become necessary to write 
off large amounts owing to past losses. A considerable 
part of these losses have been offset by profits during the 
last few years, but the appreciation of the Norwegian 
exchange has resulted in further difficulties. As the 
krone is now near parity, no further troubles are expected 
on that account, and it has become possible to carry out 
a definite reconstruction. In order to eliminate every 
element of uncertainty, not only actual and probable 
losses have been written off, but provision has been made 
for unforeseen losses. The surplus for 1926 and 1927, 
totalling 28,000,000 kroner, together with the reserves, 
have been employed to write off these losses. The capital 
of 44,000,000 kroner will remain intact, but 25 per cent. 
of this amount will be transferred to the reserves, so that 
the share capital henceforth will be 33,000,000 kroner, 
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There are some signs of recovery in Norwegian bank- 
ing, and several banks have increased their net profits 
last year. Among these the Christiania Bank of Credit- 
kasse increased its net earnings from 4,870,000 kroner 
to 7,500,000 kroner, and the dividend will be maintained 
at 8 - rcent. The amount written off against debts was 
only 2,500,000 kroner, against 3,100,000 kroner for 1926. 


SPAIN 

The net profits of the Banco de Aragon for 1927 
amounted to 2,193,000 pesetas, against 1,806,000 pesetas 
for 1926. Deposits and current accounts increased from 
71,500,000 to 75,000,000 pesetas. The bank is increasing 
its capital from 10,000,000 pesetas to 20,000,000 pesetas. 
Another capital increase announced recently is that of 
the Banco Zaragozano, which will raise its share capital 
from 5,000,000 pesetas to 10,000,000 pesetas. The 
Banco Asturiano de Industria e Comercio will distribute 
: final dividend of 20 pesos, and the Banco Urquijo de 
Guipuzcoa will make a final payment of 2 per cent. 


PORTUGAL 

It is announced that the Banco Lisboa y Acores will 
absorb the Banco Commercial de Lisboa. The former’s 
capital amounts to 10,000,000 escudos, and it controls 
deposits and current accountsto the amount of 154,000,000 
escudos. The Banco Commercial de Lisboa has a capital 
of 4,000,000 escudos, and its deposits amount to 28,000,000 
escudos. Both institutions were established in 1875, and 
have a long record of satisfactory work and high-earning 
capacity. 

AUSTRIA 

An old-established Vienna banking firm, Nagel and 
Wortmann, has got into difficulties. Its failure is of 
comparatively little significance, as its total liabilities 
are estimated at only 7,000,000 schillings. The senior 
partner, Herr Robert Wortmann, has committed suicide. 
The bank was established in 1887, and was regarded as 
the bank of the Austrian aristocracy. The leading banks 
have taken steps to prevent the liquidation of the bank’s 
security holding from producing an adverse effect on the 
Vienna Bourse. Contrary to the Continental Press reports, 
the claim of the Anglo-Czechoslovakian Bank against the 
firm is more than covered by securities, 
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As a result of the reduction of the Austrian bank rate, 
the Vienna banks have reduced the rate on deposits to 
4 per cent. for deposits requiring one month’s notice, 
44 per cent. for deposits requiring two months’ notice, 
and 5 per cent. for deposits requiring three months’ 
notice. 

HUNGARY 

As was generally anticipated, the accounts of the 
leading Hungarian banks show a considerable increase 
of net profits during 1927. Most banks will increase their 
dividend, though not to an extent corresponding to the 
progress of their earnings. The net profits of the Hun- 
garian Discount and Exchange Bank for 1927 amounted 
to 2,370,000 pengo, against 1,300,000 pengo for 1926. 
The dividend will be raised from 12 per cent. to 13 per 
cent. Deposits have advanced from 37,800,000 pengo to 
58,400,000 pengo. 

The National Exchange Office, one of the smaller 
joint-stock banks in Budapest, got into difficulties recently. 
Its liabilities are estimated at 2,300,000 pengo. Although 
the exact amount of the assets has not been ascertained 
yet, it is believed that after the payment of secured 
creditors only a small amount will be left for distribu- 
tion among unsecured creditors. The authorities are 
investigating the affairs of the bank. 


CZECHOSLOVAKIA 

The net profits of the Bohemian Discount Bank and 
Credit Institute for 1927 amounted to 34,921,000 Czecho- 
slovak crowns, as compared with 31,125,000 Czechoslovak 
crowns for 1926. The dividend will be raised from Io per 
cent. to II per cent. 

The position of the Hungarian Slovak Bank has con- 
siderably improved in 1927. Its net profits will be used 
to write off losses for the year 1926, and the dividend will 
be passed again. 

JUGOSLAVIA 

The Croatian Discount Bank, in which the Anglo- 
International Bank has an important holding, will 
amalgamate with the Croatian Slavonian Land Mortgage 
Bank, which has close connections with the Austrian 
Land Credit Institute of Vienna, and with the Hungarian 
Commercial Bank of Pest. The capital of the new bank 
will amount to 116,000,000 dinars, and it will have 
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reserves to the amount of 25,000,000 dinars. The new bank 
will obtain a long-term credit at a low rate of interest 
in London. 

The Vienna branch of the Slavenska Banka, which 
suspended payments in 1926, has succeeded in raising 
substantial funds and proposes to pay its creditors a 
dividend of 70 per cent. 

RUMANIA 

Now that the exchange has been stable for some time, 
the banks are gradually readjusting their capital to the 
new level of the currency. Several provincial banks have 
recently announced capital increases. Among others, the 
Hermannstaedter Sparkassa A.G., Sibiu, is increasing its 
share capital from 50,000,000 lei to 100,000,000 lei. The 
Arader Burgerliche Sparkasse, A.G., will increase its 
share capital from 32,000,000 lei to 80,000,000 lei. The 
Banca si Cassa de Economie Fusionata, S.A., will increase 
its share capital from 15,000,000 lei to 30,000,000 lei. 

Most leading Rumanian banks have published their 
accounts for 1926, which disclose comparatively little 
change. The Banca Romaneasca produced a net profit 
of 116,135,000 lei, against 113,842,000 lei for 1926. Its 
deposits and current accounts increased by 2,372,000 lei 
to 718,000,000 lei. The Banque Marmorosch, Blank & Cie. 
produced a net profit of 55,000,000 lei, as compared with 
60,000,000 lei for 1926. 

DANZIG 

The British and Polish Trade Bank, Danzig, which 
was established at the end of 1926 to take over the 
Danzig branch of the British Trade Corporation, earned 
a net profit of 186,913 gulden for 1927. Of this amount 
171,603 gulden will be employed to write off the loss 
carried forward from 1926, representing initial expenses. 
The bank’s share capital was raised last year to 5,000,000 
gulden, and is controlled by the Anglo-International 
Bank, Ltd., and the Bank Gospodarstwa Krajowego. 

Banks in Danzig had a fairly good year. It is 
announced that the Danziger Privat-Actienbank will 
increase its dividend from 7 per cent. to 74 per cent. 


TURKEY 
The Banque de Salonique has summoned an extra- 
ordinary shareholders’ meeting in Constantinople to 
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modify the statutes of the bank, in accordance with the 
new Ottoman Commercial Law. 

The net profits of the Banque de Turquie pour 
l’Industrie et les Mines for the year 1926 amounted to 
£T.933,123. A dividend of 6 per cent. was declared. 
The Agricultural Bank of Turkey produced a net profit 
of £T.1,809,191 for 1926. Of this amount £T.1,087,500 
was employed for the increase of the bank’s capital. 

EGYPT 

The Banque Misr, which was established in Egypt 
after the war, intends to open branches in London and 
Liverpool. The bank’s activities are expanding rapidly, 
and it established a subsidiary company in Paris last 
year. Owing to the revival of Egy ptian nationalism the 
bank has some adv antage in competition with foreign 


banks established in Egypt. 
INLAND 
The following figures show the dividends of the 
Finnish joint-stock banks for the last three years : 
1927 1926 1925 


oO Oo 0 
oO oO oO 


Is Is 18 


Kansallis-Osake-Pankki 
19 18 18 


A.B. Nordiska Féreningsbanken 
4 


Helsingfors Aktiebank is ia ms sc. EZ II II 
Aktiebolaget Unionbanken ... id + :+ 10 9 
Lansi-Suomen Osake-Pankki .. 4 a i 15 14 
Tampereen Osake-Pankki - a ah -— 164 17 
Suomen Maatalous-Osake-Pankki .. re .- Io} 10 10 
Saastépankkien Keskus-Osakepankki ‘4 i. a 10 9 
Maakuntain Keskus-Pankki Osakeyhtié ae we EO 9 8 
Savo-Karjalan-Osake-Pankki oa se in 2 9 7 
Suomen Kasitydliis-Osakepankki ae 8 6 — 
Pohjolan Osake Pankki ne bas ae =a ) 9 8 
Aktiebolaget Abolands Bank .. 2 a ae 10 9 
Luotto-Pankki Osake yhtid ae we 5 - —- 
Atlas Pankki O.Y. 8 7 as 
Suomen Vienti-Pankki Osake yhtis - “= 7 5 
Alands Aktiebank ‘a P ._— — - 

Svenska Finlands Lantmannabank Ab. 6 5 6 


Out of the eighteen banks, fourteen hav e increased 
their dividends, three left them unchanged, while one 
passed them again. 

BRAZIL 

As a result of better economic and financial con- 

ditions in Brazil, national banking houses are making 
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good progress. The banking firm, Ferreiera Costa & Co., 
has been authorized by the Finance Minister to increase 
its share capital from 200,000 milreis to 500,000 milreis. 


CHILE 

The Chilean Government has introduced a series of 
irksome regulations concerning the activities and de- 
velopment of banks in Chile. The latest step in that 
direction was the introduction of a Bill in Congress, 
by which the Banco Central de Chile will be empowered 
to fix the deposit rates to be allowed by other banks 
operating in the country. 


MEXICO 


The Mexican Government has issued a decree requiring 
all banks, individuals, and firms dealing in foreign 
exchanges to obtain special permits from the Treasury 
Department. Dealing in exchanges is defined in the 
decree as including the buying and selling of foreign 
currencies as against Mexican currency, or against other 
foreign currencies, the transfer of funds abroad in 
Mexican or other currency in the form of coins or bank- 
notes, and the exchange of gold coins for silver coins 
and vice versa. 

CHINA 

A new bank will be established at Mukden, under the 
name of Industrial Bank of the Three Eastern Provinces, 
with a share capital of $50,000,000 Mukden currency. 
The Fengtien Provincial Government will subscribe 
20 per cent. of the share capital, the two other Fastern 
Provinces Io per cent. each, the Chinese banks and savings 
societies in the Fengtien Province 20 per cent., while 
the remaining 40 per cent. will be offered for public 
subscription. The new bank will apply for powers to 
issue notes. 

A new bank has been established at Nanchang, 
Kiangsi, under the name of Yu Min Bank, with a share 
capital of $1,000,000, half of which is subscribed by the 
Provincial Government. 

The assets of the Russo-Asiatic Bank, Shanghai, in 
liquidation, amounted to 137,910 taels on November 15, 
1927. The amount collected by the liquidators now 
amounts to 2,304,309 taels. 
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Books 


O one should allow himself to be deceived by the 
form in which Dr. Burgess has dressed his analysis 


of the federal reserve system. Written in a 
style of great charm and simplicity, with the aid of 
large type, leaded ‘‘ shoulders,’’ and summaries at the 
end of every chapter, the book appears at first to be 
another one of those admirable textbooks on the reserve 
system which the officials of that system have in recent 
years been writing in an effort to overcome the ignorance 
and, in part, the hostility of the American public. It is 
a textbook and a most useful one; but it is a great deal 
more. For Dr. Burgess is known to all close students of 
American banking as the author of a series of statistical 
investigations which, when they appeared in such periodi- 
cals as the Harvard “‘ Review of Economic Statistics” and 
the ‘‘ Journal of the American Statistical Association ”’ 
made British economists envious of the opportunities 
given their American confréres to test theories in the 
light of facts. Dr. Burgess is not merely a trained 
economist; he is an official of the New York Reserve 
Bank, in close touch with the problems of the system, 
and especially of that member of the system through 
which the impact of Europe is more particularly felt. 
Though it is nowhere said, one may take it that Dr. 
Burgess is giving voice to the views and the aspirations 
of the most important group of men in the most 
important central bank in the world. 

Mr. Benjamin Strong, in his interesting introduction, 
suggests that that phase of public opinion which is 
primarily concerned with the work of the reserve banks 
in the recent past is now of less importance than 
that which seeks to inform itself “as to the precise 
relationships between the reserve banks and the money 
markets, and the effects of federal reserve action upon 
credit conditions.’’ Now, these are matters upon which 
statistical investigations throw some light, and Dr. Burgess 

* “The Reserve Banks and the Money Market.” By W. Randolph 
Burgess. (Harpers, 12s. 6d. net). ‘‘The Petty Papers.’’ Edited by the 
Marquess of Lansdowne. (Constable, 2 vols., 52s. Od. net.) 
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has made full use of his official opportunities to unravel 
some of the difficulties involved in such inquiries. 

First, Dr. Burgess has no difficulty in showing that 
since the reserve system has been in operation there has 
been a distinct decline in the variation of rates between 
one area and another, and one season and another. In 
other words, one of the ends for which central banks 
are instituted—-the equalization of the price of credit 
over space and time—has been attained by the reserve 
banks. These consequences are due to the increased 
mobility of funds permitted under the reserve system, 
an increasing mobility which is itself due to the re duced 
reserve requirements, to the increased availability of 
reserves, the reduced cost of remittance, and the reduction 
in the time-factor in remitting, all of which are related 
directly to the creation of the reserve banks. These are 
important achievements, but they are not necessarily 
those of the greatest importance in assessing the value 
of the system to the world. Greater elasticity of reserves 
under the old National Banking Act might have prevented 
the worst evils of the seasonal pressure for funds even 
without a Reserve Act, as the pre-war experience of 
Canada, also a country without a central bank, amply 
demonstrates. 

The real success of a central bank must be judged in 
the light of its ability to “control credit.”” This is a 

vague and much-abused phrase. There are many 
elements in the “ control of credit,’’ some of which are 
capable of exact measurement, others of which are 
matters of judgment and inference. But this at least is 
clear. A central bank cannot be said, in any sense of the 
word ‘control,’ to control credit whose rates are 
ineffective ; or, in other words, the credit-control functions 
of a central bank involve an organic system of money 
market rates, such that movement in one rate implies 
movement in all the associated rates. In order that this 
may be the case, the central bank must be in a position 
to force the other banks into a dependent position. 

That there are truly organic relationships between the 
reserve system and the rest of the banking structure 
can be shown by many features of the American 
situation. To begin with, fluctuations in reserve bank 
credit and fluctuations in the volume of money in 
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circulation are closely related ; and, since under American 
practice commercial banks maintain only the minimum 
statutory reserve required of them, the relationship between 
these two magnitudes also implies that the reserve system 
can, if it likes, assume control. Next, it is known that 
changes in the volume of “open- -market assets” held by 
the reserve banks involve opposite changes in the volume 
of credits demanded by the member. banks. If the 
reserve banks sell securities they can force an increase in 
the volume of discounts; if the reserve banks buy 
securities they enable a reduction in the loans, by way 
of discount, to the member banks to take place. 

The important question is, To what extent are these 
results “‘“automatic’”’ in the sense that they depend upon 
forces independent of custom: to what extent is the 
efficacy of reserve bank action reinforced by sanctions, 
not of the mechanistic, but of the volitional type? There 
is one problem upon which Dr. Burgess throws some 
light, without perhaps providing a comple tely satisfactory 
solution. The reduction in discounts which accompanies 
an expansion of open-market operations rests on the 
unwillingness of banks to be in debt to the reserve bank 
an inheritance, Dr. Burgess implies, from pre-reserve 
bank days, when for a bank to borrow was regarded as a 
sign of wez akness. But it is quite clear that this purely 
moral sanction is reinforced by a much more powerful 
one, viz., a system of quasi-rationing on the part of the 
reserve banks. That is to say, a bank which is continually 
borrowing from the reserve banks “is made the subject of 
special inquiry, and is reminded of the principles govern- 
ing the use of federal reserve credit. On rare occasions it 
has been necessary to prescribe for individual lines of 
credit which they should not exceed, and at times to 
insist upon liquidation of borrowing.” It is only in the 
light of these remarks that one can fully appreciate the 
bearing of the statement that “the proper use of reserve 
funds is probably determined as largely through in- 
dividual negotiations between the reserve banks and the 
member banks as by more abstract decisions as to 
discount rates and open-market operations.” 

The reader who is familiar with the position in the 
London money market will be inclined to ask whether 
the whole-of this solution of the problem of sanctions 
LL 
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cannot be determined in a manner much less open to 
misinterpretation, i.e. by means of the maintenance of 
discount rates, such as that rediscount rates involve a 
pecuniary sacrifice on the part of the borrowing bank ? 
It is, of course, true that the relations of the Bank of 
England to the commercial banks are different to those 
obtaining in the United States, and that, therefore, a 
“penal’’ rule in London does not hit the banks but the 
bill-brokers. But, with due respect to Dr. Burgess, does 
this difference of structure involve a difference of method ? 
Additional credit (apart in both cases from open-market 
operations by the central bank, in the technical sense of 
the word) is in New York issued by the central bank 
through loans to the commercial banks; in London 
through the bill-brokers. Is it not true to say that, 
though the channel through which additional credit flows 
may be different, the inflow of credit into the channel 
ought to be controlled on the same principle ? It is not 
to be denied that the American solution is an alternative 
which deserves the closest attention; but it is one, never- 
theless, which throws upon the central bank the task 
of discriminative judgment. And, as soon as discrimina- 
tion appears as a vital element of policy, that policy is 
liable to be coloured by personal prejudice, both on the 
part of the granter of credit and on the part of the grantee. 
Dr. Burgess devotes a chapter—and a deeply interesting 
one—to the elucidation of what he calls the “Gold 
Paradox’; that is, the non-correlation of movements 
of the price-level with the inflow of gold. He shows how 
complicated a task it was for the reserve system to 
cope with the enormous masses of gold which poured 
into the States. In general, the problem has been met 
by varying the volume of federal reserve credit offered 
to the market. Gold imports, in and of themselves, enable 
the market to pay off indebtedness to the reserve 
system. Gold imports at a time of heavy indebtedness 
free the banks of their discounts to the reserve banks; 
to sterilize gold at such a time the reserve system requires 
not to venew loans. Gold imports at a time when the 
market is not in debt to the banks add to the effective 
volume of purchasing power in the hands of the banks 
and require the reserve system to cut down its assets 
by selling securities. But the degree to which the system 
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has, in fact, been able to prevent the gold imports from 
affecting the price situation has its limits, though these 
limits have at times been overlooked. “It is not true 
to say,’ remarks Dr. Burgess, “that the gold imports 
since 1921 have brought with them no increase in prices. 
They brought no important increase in commodity prices, 
but have had their effect on wages and on prices of real 
estate and securities.”” The reason why commodity 
prices did not respond is given a new and important form 
by Dr. Burgess. Apart from the “resistance from 
business which was practising a new efficiency based 
partly upon low inventories,’’ one must reckon with the 
“resistance from foreign markets where credit was 
dear and economy necessary. These years have provided 
an interesting demonstration of the truth that wholesale 
commodity prices are influenced more by world conditions 
than by domestic conditions.”’ 

Sir William Petty is, perhaps, the most important 
single figure in the history of British economic thought 
before Adam Smith; challenging comparison in the 
succinctness of his thought and the brilliancy of his state- 
ment with Hume, the only other pre-Smithian economist 
who can claim permanent and enduring influence on the 
development of the subject. It is now a good many years 
ago that Petty’s economic writings were gathered together 
in two imposing volumes by Prof. Hull. The Marquess 
of Lansdowne has made the world his debtor by 
re-issuing in these two handsome volumes more of the 
thoughts of his celebrated ancestor. They represent 
part of the vast deposit of papers bequeathed to posterity 
by Petty; but it is, frankly, impossible to review a collec- 
tion of papers covering so vast a field as these do. Petty 
loved “political arithmetic,” or, as we would nowadays 
say, the statistical approach to a problem. But political 
arithmetic was by no means his only love, and these 
papers touch every aspect of Petty’s manifold interests— 
Irish, administrative, medical, religious, educational, 
philosophical -to name only a few of the heads under 
which the Editor has grouped these fragments. We may 
say of these volumes what Evelyn said of their author : 
they furnish “a noble entertainment in a house gloriously 
furnished’’: the man whose thoughts they embody was 
very obviously ‘“‘an extraordinary person.” 

LL2 
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Monthly averages, nine banks. 

2 Average of four or five weekly returns. ; ' 

> Total note-issue less notes in Banking Department less notes in Currency Note 
Reserve. 
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NOVEMBER 
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1925-26 


NOVEMBER 
DECEMBER 


JANUARY .. 


FEBRUARY 


1926-28 
NOVEMBER 
DECEMBER 
JANUARY 
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MARCH 
APRIL 
MAY 
JUNE 
JULY 
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SEPTEMBER 
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NOVEMBER 
DECEMBER 
JANUARY 
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101°4 
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102°5 
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103°0 
103° 
103° 
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OUTPUT 
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1 Figures compiled from daily bulletins of the Bank of England. 
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Table IV 
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LONDON 


Discount Rates 
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Bank Rate Ra 
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Table V 


NEW YORK PARIS 


Fr. to £ 


MILAN BERNE 


Fr. to £ 


MADRID 


Lire to £ P’tas to £ 





PAR OF EXCHANGE .. 


I 
92°46 25°2215 
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DECEMBER 
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30°340 
28°906 
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28°758 
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+ The old parity of 25°2215 wa 
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Table [V—cont. 


NEW YORK PARIS BERLIN AMSTERDAM 
Market Market Market Market 
Bank Rate Discount Call Money Bank Rate Discount Bank Rate Discount Bank Rate Discount 
" Rate Rate Rate Rate 
ount 
ied for ' 


Per cent. Per cent. Per cent. Per cent. Per cent. Per cent. Per cent. Per cent. Per cent. 


illions 


Da bpm te tp 
ae 





ee 


29 1h 1 POA OROOK tae 
wa Oe 


Cr ie ie ie im OO CO OS BO 
ao 
NN 
et 
ROP Op Spe pe te hp NI 


ed 
he 


me 


hon ton howe 
Pen 
Hm Him iim afin ham Hh bi 
(ome eR 


ORK tape 


Dee 


EIGN EXCHANG ES Table V—cont. 


AVERAGES 
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18159 


20°105 
19°679 
19°329 
19°674 


20°977 
21°403 
21°814 
22°433 


a 


GO 0 Se ee ee 


24°301 
*230 
"152 
“195 
*310 
23°899 


it 


AAG 


— eee ee ee 
bet DO BOS Or Go eT 


lant et 


oh Da Ba et ee oe ee ee Be eee Doe 


a 


oe . 


20°461 23°096 


20°435 187149 | 06 23°112 
20°430 18°156 | “O13 23°076 
20°436 18°162 "98 23°078 


itandoned as from December 22, 1927. 
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Table VI BRITISH TRADE 


COAL PIG-ILRON | STEEL 
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1 Exports | 2 » 
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NOVEMBER ee xe aa se 21°0 , : Re 673 
DECEMBER sa i os as 20°6 Si ; 5 551 
JANUARY “* as os es 21°5 P ‘ 605 
FEBRUARY ee +a as e 4 6 j y 652 
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DECEMBER “< as ‘a oa 20°% 5° 50: 607 
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' Total for four weeks. 


Table VI BRITISH TRADE AND INDUSTRY—cont. 


1 
ALL COMMODITIES BANK CLEARINGS UNEMPLOYMENT 
6 
> Index of 
, 3 3 $ Percent- Numbers  P’rodue- 
Imports Exports Re-exports London Provincial Total Compar- age of on Live tien 
“Country” able Total insured Register 
persons , . 
Z Ps r £ £ f f unem- wna 11s 
millions millions | millions millions millions ‘millions millions ployed omitted 
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1924-25 
NOVEMBER 
DECEMBER 
JANUARY 
FEBRUARY 


1925-26 
NOVEMBER “6 is 3°! 9°6 ‘8 5° 16° 
DECEMBER 34°: x “6 4 i” 5v$ 17°4 
JANUARY , P ‘ 5°7 5° 17°4 
FEBRUARY 96° 52°8 af 9°: S° 52 17° 
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SEPTEMBER 101° 60°6 x 8°¢ & 5 16° 9°: 
OCTOBER 105° 61°: 9° 10° i, - 189 9°: 1,080 
NOVEMBER 107° 70°6 10°6 9°8 Si 18°3 10° 1,127 
DECEMBER 105 58°8 10°: 9°: 5° 56 18°4 9°8 1,125 
JANUARY 100 59 10°: 10°: 5°8 6° 190 10°7 1,204 


1,056 


' Daily averages, based on weekly or monthly returns. 7 ‘‘ Country ” clearings at) London 
Clearing House. *Up to June 1926 ten clearing houses, thereafter eleven. * Total clearings 
(London ** Country ”’ and Provincial) adjusted, for comparative purposes, by application of 
Board of Trade index number of wholesale prices (1924=100). ° Average of four or five weekly 
returns. ° Reprinted by courtesy of the London and Cambridge Economic Service. 
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Table VI—cont. 
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the National Federation of Iron and Steel Manufacturers. 


Table VII COMMODITY PRICES 


UNITED KINGDOM U.S.A. GERMANY FRANCE 


Cost of 
Living 
Statis- 
tique 
Générale 
July 
1914= 100 


Wholesale Wholesale 
Depart- (Reichs- 
ment of bord 
Labor 


Wholesale 1 
Cost of 
Living 
Ministry 

of Labour 
July 2 
1914=100 | 1926=100 « 1913=100 


Cost of 
Living 


Wholesale 
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“ Econ- Générale 
omist” 
July 
1914=100 


Board of “ Statist” 


Trade 
1913/14 


1913 1913—100 100 1918=100 


100 
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JANUARY 
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DECEMBER 
JANUARY... 
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DECEMBER 
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' The indices, which are for the Ist of the month, are entered for the previous 
month to facilitate comparison. 

2 The average for 1926 on the old base (1913 
of indices are not strictly comparable. 
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The Financial Situation in Bulgaria 
By V. Molloff 


(Minister of Finance) 


ROM trog109 to the present day, Bulgaria has succeeded 
in clearing off the entire indebtedness incurred by 
the State during the Great War in the form of com- 

mandeered supplies, etc., which reached the formidable 
figure of 2,883,277,165 levs, and has commenced payment 
of engagements contracted in connection with pre-war 
loans, a moratorium agreement being reached with the 
bondholders. This agreement was given a definite form 
in 1926 as a result of the compact signed in London and a 
letter sent by me to the Stock Exchange in that City 
on December 7, 19206. This compact was also valid for 
other holders, with the sole exception of those who had 
already received coupon sheets on which the payment 
was explicitly stated to be made in Bulgarian currency : 
we have also begun the payment of other engagements 
originating from the Treaty of Neuilly, occupation 
charges, etc., against which Bulgaria has already paid : 
Levs. 
327,120,12 


t. Occupation charges 
209,049,877 


2. Inter-allied Commissions as Po a a 
3. Cattle handed over to Yougoslavia, Greece, and Rumania 
(Art. 127 of Peace Treaty) os 
Coal handed over to Yougoslavia up to April ¥; 1927 (Art. 1 

of Peace Treaty) aa 
. Mixed Arbitral Tribunal cha arges .. 
Against Arts. 176 and 177 of Serbo- Bulgarian Convention of 
November 23, 1923 
. Charges for Mixed Commission for application ‘of Greco- Bul- 
garian Convention for immigration of minorities 
3. Reparation Debt 


Occupation Debt P 
. Participation of Bulgaria i in Inter mz tional Confere neces : 19,427,032 


_ ement with Junction Salonica-Constantinople Railway 


ee 190,000,000 
28 

166,753,582 
22,113,076 


329,075,437 


104,920,181 
SI1,109,041 
308,436,502 


Company es ee oe ee 23,826,060 
Convention of April 14, 1923, and agreement of same date for 
issue of 6} per cent. Bonds of Bulgarian State. as ‘ve 23,944,943 
Agreement with Commercial Company of Salonic a, Ltd., and 
Oriental Tobacco Trading Co., Ltd... 34,474,047 
. Payment in virtue of Anglo-Franco-Bulgarian Arbitral Tribunal 
judgment in Des Closiéres case 
Application of Greco-Bulgarian Conve ntion for ii immigrz ation of 
Minorities charges 
Sundry expenditure in connection with fulfilment of Peace 


43,038,070 
77,941,687 


ee ee a oe 20,431.529 
Total levs Pee .. 2,728,267,788 

N.B.—This sum does not include railway material, locomotives, and other 
items handed over to the Allies by Bulgaria in conformity with Art. 125 of 
Peace Treaty. 


Treaty 
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We have also begun to make reparations payments in 
accordance with the agreement reached in 192 

Bulgaria has met all these engagements without any 
foreign assistance whatever, making payments for a 
total amount of I,119,000,000 ‘levs out of the State budget 
resources Apart from that, she also had to satisfy the 
great public utility needs which made themselves felt 
very intensely after the Great War. Both her railways 
and roads were in an appalling state. Nearly the whole 
of the permanent way had to be renewed, and locomotives 

carriages, and goods wagons as well as other technical 

devices were, and are still, lacking. Swift action had also to 
be taken with a view to draining large areas of marshland 
which caused the spread of malaria. Bulgaria had to relin- 
quish several rich portions of her territory, which were of 
great importance to the national production. Her popula- 
tion increased, as a result of which new resources had to be 
created. All these needs gave rise to aconsiderable increase 
in expenditure on one hand and in receipts on the other. 

The character of the Bulgarian budgets can best be 
seen from the following table 


LEvs (000, 000’s OMITTED). 
| April 1, 
1923-24 | 1924-25 | 1925-26 | 1926-27, 1927— 
se a ie ae a Jan. 1 
1928. 
‘losed Acc . Actual 
Closed Accounts. receipts 
LECEIPTS. - a ; EY: 
Ordinary Budget ea 5,361°7 6,858 6,364°3 | 6,234°4 5,050°2 
Yield of the National Loan of 1921 °. 3°6 27 2°3 ol — 
Treasury Bonds discounted for railway 
development .. - 300 _— — 
Profits from exchange of ‘banknote ee 94°4 - — 
Extra Budgetary Revenue (minus issue 
of bonds of the 6 and 64 per cent. 
1923 loans) ne ir “s 7 O2 19°5 14°7 110 788 
Total ag a ie 5,363°3  7,274°6 | 6,408°3 6, 344° 5 | 5,129 
EXPENDITURE, 
Ordinary Budget on ae - 4,956 5,899 6,284°6 | 6,152°4 | 3,758°5 
Extraordinary Budget .. -. | 229°3 521°5 580°5 316°4 91°9 
Liquidation of special war char; Ze s al 139°1 257 284°5 269 164°4 
Total és ae .. | 5,324°4 | 6,677°5 | 7,149°6 | 6,737°8 | 4, on 8 
Not entered in State Accounts - --- a 1,000 
Add expenditure against receipts out- 
side the Budget a ie 143°9 48°5 - — —- 
Total Expenditure .. | 5,468°3 | 6,726 7,149°6 | 6,737°8 5,014°8 
Balance .. “ - 104°8 + §48°6 741°3 393°3 +114°2 





As the above figures show, the regular budgets have 
always yielded surpluses, which, however, were not 
large enough to cover the expenditure incurred by the 
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extraordinary budgets for satisfying urgent needs, with 
the result that the latter budgets alw ays concluded with 
deficits, which have now reached a total sum of 1,134°6 
million levs. These deficits were covered by funds that 
the Treasury had on hand and also by long-term loans to 
the extent of 500 million levs from various public funds. 
In order that this task might be carried out in a more 
rational manner, I appointed, in my capacity of Minister 
of Finance, a commission with its headquarters at the 
Ministry of Finance, consisting of the head of the Budget 
Control Department, a deputy-governor of the National 
Bank of Bulgaria, and a counsellor of the State Account- 
ing Department, with the object of realizing all possible 
economy in the exercise of the budget, as a result of which, 
during the financial year 1926-27, the expenditure of the 
regular budget was reduced by 130 million levs, and that 
of the extraordinary budget by 120 million levs, in com- 
parison with those of the corresponding budgets for 
1925-26. In order that even greater control could be 
exercised, from the beginning of 1927 onwards the system 
of monthly budgets, consisting of estimating the receipts 
and limiting the expenditure for the forthcoming month, 
was introduced. As a consequence of this monthly budget 
scheme, from April I, 1927, to December 31 same year, 
the following results were attained: Receipts, 5,050°198 
million levs; expenditure, 4,015°354 million levs. 

The influx of receipts during 1927, from April I 
onwards, improved considerably—a fact due not so much 
to an increase in taxation as to a better organization 
for collection and a speedier income-tax assessment. 
Receipts yielded, in round figures, for nine months in 
1927, a surplus of 250 million levs. As against these 
receipts, expenditure was rigorously controlled in order 
to obtain effectual budget equilibrium. The dimensions 
of the extraordinary budget were not only reduced to the 
lowest possible figure, but expenditure was kept within 
the limits of savings that had actuallv been realized. So 
far as an accurate forecast can be made, the provisional 
estimate for the remaining months up to April 1, 1928, 
will be realized and the budgetary year will close according 
to expectations with real budget equilibrium. 

The new Budget for 1928~—29 will be shortly introduced 
in the Chamber. It has been drawn up with a view to 
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realizing definite equilibrium and of clearly setting out 
the entire budgetary position of the State. First of all, 
the extraordinary budgets will disappear, as they do not 
possess any real and actual receipts. All expenditure 
will be provided for in the regular budget, with the result 
that a very clear idea of all receipts and expenditure 
of the State can be formed, and one of the fundamental 
principles of financial science will thus be observed. 

The dimensions of the new budget will be limited to 
the figure of 6,300-6,500 million levs and the eventual 
service of the projected loan. In order that such a result 
may be attained, however, the realizing of economies 
during the exercise of the budget will not be enough. 
A considerable reduction in expenditure, consisting of 
administrative reforms with the object of reducing the 
staffs of various services, thereby dismissing from 5,000 
to 10,000 Government employees during the two forth- 
coming years, is also necessary. 

Bulgaria will thus enter a period of complete budgetary 
stabilization, a preparatory condition for definite financial 
stabilization. On the basis of these estimates, the com- 


position of the Budget for 1928-29 will be as shown in the 
following table : 


Levs. 


Royal Household 

National Assembly 

Council of Ministers ; 
Supreme Administrative C ourt. 
Direction of Public Debt 

State Accounting Department 
Ministry of Foreign Affairs 
Bulgarian Orthodox Church 
Administration and Police 
Public Health 

Ministry of Education 

Ministry of Finance 

Ministry of Justice 

Ministry of War .. 

Ministry of Commerce 

Ministry of Agriculture .. 
Ministry of Public Works 
Compulsory Labour Direction .. 
Ministry of Railways and Ports 
Posts, etc. 

Air Department . 

Fulfilment of Peace Tre aty C harges 


Total 


26,000,000 
22,500,000 
870,000 
3,650,000 


1,681,000,000 


20,000 ,000 
90,000,000 
40,000,000 
275,000,000 
150,000,000 
850,000,000 
190,000,000 
180,000,000 


I, 100,000,000 


150,000,000 
200,000,000 
220,000,000 
150,000,000 
900,000,000 
230,000,000 

25,000,000 

44,000,000 


6,548,020,000 
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Loans played only a very small part in the former 
development of Bulgarian State Budgets. The necessity 
of constructing railways, ports, and means of communica- 
tions by the State became so great that special means 
had to be sought for that purpose. It should be pointed 
out here, that before her liberation Bulgaria was in an 
altogether backward and neglected state, and was therefore 
obliged to satisfy her needs through her own resources and 
endeavoured to gradually place herself on a level with more 
advanced countries. Her public debt before the Balkan 
War amounted to 633,300,000 levs, of which 29,500,0co 
represented internal, and 603,800,000 external indebted- 
ness. Half of the proceeds of these loans had -een used 
for the State railways, including the purchase of the 
Roustchouk-Varna line, built by a British company. The 
other half was utilized to cover the floating debt and for 
payment of the debt to Turkey (1909 loan). 

Before Bulgaria’s intervention in the Great War, the 
State debt reached the figure of 954,700,000 levs for 
foreign, and 138,100,000 levs for internal engagements, 
making a total of 1,092,800,000 levs. This sum includes 
the advance of 75,000,000 levs obtained from the Banque 
de Paris et des Fors Bas and other engagements of the 
Treasury, for the consolidation of which a contract with 
right of option was concluded in 1914 with the Disconto- 
Gesellschaft and other German, Austro-Hungarian, and 
Bulgarian banks. Advances amounting to 120 million 
francs, converted into and paid in Reichsmarks, were 
granted against this contract in 1914. During the war 
Bulgaria also received other advances for military 
purposes totalling Rm. 1,093,500,000, which, however, do 
not include the sum of 150,000,000 francs advanced 
in February 1915 by the Disconto-Gesellschaft. Up to 
the present no agreement has been reached between the 
Bulgarian and German Governments in respect of the 
advances made on the contract with the latter bank, as 
the Peace Treaty conferred on the Inter-Allied Repara- 
tions Commission rights which up to the present moment 
have only been partly exercised. 

As a result of the Treaty of Neuilly, other heavy 
burdens were placed on Bulgaria, such as restitutions, 
settlement of private debts, reparations payments, etc. 
These charges can be classified as follows : 
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(a) Restitutions : 
In conformity with Arts. 127 and 128 of Treaty of Neuilly 


(b) Mixed Arbitral Tribunals : 
Maintenance of Tribunals up to December 31, 1927 
Judgments up to April 1, 1927, excluding interest 


(c) Occupation Charges : 
Allied Army charges from Armistice up to evacuation of 
Bulgarian territory de 
On Occupation De bt Ac count = oa acs od .. 308,436,: 
(d) Reparations (2} milliards gold francs) : 
Payments made against 550,000,000 gold francs on Part A, 
up to end of 1927 ee +2 o- Bed a por wbdy ,O41 
(e) Ottoman Debt (Ltqs. 1,776, 354): 
The currency in which the service of this debt will be carried 
out has not yet been fixed. 
(f) Mixed Greco-Bulgarian Immigration Commission : 


Maintenance charges up to end of 1927... 
Indemnities for expropriated property of Bulgari: un Re fugec es 
from Greece up to December 31, 1927, in form of interim 


warrants 
Payment Io per cent. of value of prope rty of Greek emigrants 


leaving Bulzaria .. 

The position of the State Debt as on December 31, 

1927, expressed in gold francs, can be seen from the 
following table : 


104,926, 


300,000,000 


60,934,558 


I. FOREIGN DEBT, 


(a) Consolidated Loans, 


Gold 
Francs 


Original 


Amount. Balance. 


. 6 per cent. State Loan, 1892 Gold Frs. 124,962,500 * 7,569,000 
5 per cent. State Loan, 1902 os re 106,000,000 8 7 86,450,000 
5 per cent. State Loan, 1904 os 99 99,980,000 8: “000 ‘ 

44 per cent. State Loan, 1907 9 * 145,000,000 32,282,000 
1} per cent. State Loan, 1909 ‘ ot 100, 000,000 37. 500 


Total ee 9 ” 57 5, 942 2,500 399,025,501 399,025,500 


. 4}? percent. State Loan, 1909 French Frs. 82,000,000 78,783,945 16,045,610 
7. Ocenpation Debt of former Eastern 
Roumelia ca am Paper Rbl. 10,618,250 
Reparation Debt (Art. 121 of Treaty 
of Neuilly) . Gold Frs. 550,000,000 353,048,645 653,048,645 
. Oce apation Debt (Art. 133 of T reaty 
of Neuilly) st ‘ Gold Frs. 25,000,000 7,430, 962 17,430,962 


Total items 9 and 8 575,000,000 370,479,607 670, 179, 607 
10. 64 per cent. State Loan, 1923, for pay- 
ment Allied subjects’ claims resulting 
from Arbitral Tribunal judgments 
French Frs. 26,985,000 26,985,000 5,495,926 
11. 7 per cent. State Loan, 1926, for Set- 
tlement of Refugees .. oa 2,400,000 2,400,000 60.000,000 
4,500,000 4,500,000 23,310,000 
12. Loan granted by National Bank of Bul- 
garia against Bonds of 7 per cent. 
National Bank of Bulgaria Loan, 
1923 (Enaux), for a of en- 
gagement £ 
Judgment Des ¢ Nosie res C ase F re nch Frs. 2,659,200 2,659,200 


109,200 109,200 2,730,000 
541,588 
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I. FOREIGN DEBT. 
(b) Unconsolidated Debt. 





Original ‘ Gold 
Amount. Balance. Francs. 


Junction-Salonica-Constantinople Rail- 

way Co., etc. Debt, including interest 

up to December 31, 1932, in Teasury 

Bonds . . French Frs. 27,500,000 23,500,000 4,786,000 
2. Oriental Tobacco Trading Company and 

Commercial Company of Salonica 

Ltd. Debt, including interest as per 
agreement of July 16, 1926 £ 111,320 56,241 1,406,025 





Il. INTERNAL DEBT. 
(a) Consolidated Debt. 


. 6 per cent. State Loan, 1914 .. Levs. 85,459,200 70,474,200 2,622,198 
2. 64 per cent. Nat. Loan, 1921 .. °° 204,889,100 198,089,100 7,370,482 
3. 6 per cent. State Loan, 1923, in accord- 

ance with Greco-Bulgarian Conven- 


tion for immigration of minorities Levs. 299,812,500 299,812,500 11,155,398 


Total Levs .. ‘a wi 590,160,800 568,375,800 instil 


(b) Unconsolidated Debt. 


. Indebtedness to sundry funds, in con- 
formity with Art. 12 of Fund Budgets 
for 1927-28 financial year Act Levs. 

Debt to Agricultural Bank of Bulgaria ,, 


289,961,569 
1,397,558 


3. Debt to National Bank of Bulgaria as 
on December 30, 1927 -- Levs. 4,352,015,151 161,929,422 


Totall,2,and3.. 9 4,643,374,278 
Total internal consolidated and uncon- 
solidated debt os -- Levs. 5,2 


Total Gold Francs .. 


The service of the consolidated foreign loans, excepting the 4} per 
cent. State loan, rg09, and the occupation debt of former Eastern 
Roumelia, payable to Russia, is carried out in accordance with the 
convention of June 23, 1925, for due dates from April I, 1924, to March 
31, 1927, and the convention of December 11, 1926, for due dates from 
April I, 1927, onwards. Drawings in connection with these loans have 
been suspended from April 1, 1925, to March 31, 1932. 

N.B.—The Sinking Fund of the 4? per cent. State loan, 1909, and the 
occupation debt of former Eastern Roumelia, has been deducted 
from these loans and deposited in levs with the National Bank 
of Bulgaria, pending the resumption of relations with Russia. 

In conformity with the agreement for reparations payments of 
March 31, 1923, the Bulgarian State pays part of the interest due for 
the period from October 1, 1923, to October 1, 1934, the remainder 
being added to the capital of the debt, as a consequence of which the 
reparations debt will gradually increase till October 1, 1934. 

In the State Debt Position Table, the following engagement 
arising from the Treaty of Neuilly is not shown : 

Indemnities due to Bulgarian subjects whose property has been 
sequestered and liquidated in England. 
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SAFES. 
STRONGROOMS 


gevery form 
of security 
engineering 







of Security guaranteed by the name 
JOHN TANN is the outcome of more 
than 130 vears ofexperience, during which 
period no John Tann Fire and Burglar 
Resisting Safe or Strong Room has ever 






we 
% 








JOHN TANN, LTD. 
117 Newgate Street, E.C.1- 


Telegrams - Safejotan, L« ondo on, 
— - Central9772. 9773- 





had its contents destroyed or stolen. 
4 
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- PROPERTY 
INVESTMENTS 


The large increase in the number of Property Investment Companies 
is an indication that each year the Property Market attracts more - 
Investors who realize the soundness of such Securities. 


THE 


PROPERTY COMPANIES’ YEAR BOOK 


(AN ANNUAL BOOK OF REFERENCE) 
will be issued very shortly, containing (inter alia) particulars of nearly 
400 British and Foreign Property Companies. A Special Section on 
Building Societies (with an Article by Mr. Enoch Hill). 

A List of Property Owners’ Protection Associations and their objects. 
The Scale of Fees of the Surveyors and Auctioneers and Estate 
Agents’ Institutes. 

The Official Rules and Scales of Commission of the Stock Exchange 
and a complete list of recognized Stock Exchanges. 





Particulars from 


THE PROPERTY COMPANIES’ YEAR BOOK, LTD., 
1-3 St. Ermin’s, Westminster, London, S.W.1. 





Telephone: Vicroria 3441. Telegrams: “‘ Erminires, Sowest, Lonpon.” 


MM 
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The payment of the pre-war 1892, 1902, 1904, 1907, 
and 1909 loans was adjusted by means of the agreement 
signed in Geneva on December 10, 1926, in accordance 
with which, payments, as from April I, 1927, onwards, 
are to be made as shown in the following table : 


6% 1892 |5°% 1902 (gold), 

and 5% (5% 1904 (gold), 4$°4 1909 
1896 and 44% 1907 loan. 
loans, loans. 


Per cent. Per cent. Per cent. 


From April 1, 1927, to April 1, 1930 .. 37 19 35 
From April 1, 1930, to April 1 
, 1933, to April 1 
, 1936, to April 1, 1939 .. 53 70 
I 
I 
I 


» 1933 -- 43 50 40 
From April 1 , 1936 .. 48 63 45 
From April 1 50 
From April 1, 1939, to April I, 1942 .. 59 77 55 
From April 1, 1942, to April 1, 1945 .. 64 84 60 
From April 1, 1945, to April 1, 1948 .. 69 gI 65 
From April 1, 1948, to April 1, 1951 .. 764 100 713 


Reparations payments were established by the con- 
vention of 1923, as a consequence of which they aré being 
made in accordance with the following schedule : 


Year. Half-yearly Payments. 
1923 , ist half-year .. on “ 2,500,000 gold francs on Oct. I, 1923 
1923 , 2nd half-year .. Ke _ 2,500,000 April 1, 1924 
1924-25, Ist half-year 3,000,000 __,, - Oct. 1, 1924 
1924 2nd half-year .. ae a 3,000,000 __,, a April 1, 1925 


1925 , Ist half-year 
1925-26, 2nd half-year .. 


3,500,000 _,, ss Cet. fk, 1925 
3,000,000 __,, - April I, 1926 
1926-27, 1st half-year 4,000,000 _,, - Oct. 1, 1926 
1926-27, 2nd half-year ; . 4,000,000 _,, ce April 1, 1927 
1927-28 to 1931-32, every Ist half- year 5,000,000 _,, * Oct. I, 1927 
1927-28 to 1931-32, every 2nd half-year 5,000,000 __, ‘i April 1, 1928 
1932-33, Ist half-year .. re .. 10,000,000 _,, a Oct. I, 1932 

2nd half-year .. ice .. 10,000,000 _,, - April 1, 1933 


1932-33, 2 3 
1933 , Ist half-year 16,447,068 ,, 3 Oct. 1, 1933 


1933-34, 2nd half-year .. ‘ , 16,447,068 _ ,, = April 1, 1933 
21,697,668 _,, eS April 1, 1934 


1934-35 to 1982-83, every Ist half. year 
Oct. I, 1934 


1434-35 to 1982-83, every 2nd half-year 21,697,668 


N.B.—The stipulations contained in 7 of art. 121 of the Treaty of 
Neuilly apply to the yearly or parts of yearly payments pro- 
vided for in the above table, which payments, in case of need, 

can be offered or received in nature. 


When calculated, the sums paid by Bulgaria during 
the 1927-28 financial year for the service of the State 
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Correspondent Banks 


NEARLY a century’s accumulated ex- 
perience and conservative progress have 
qualified the Westminster Bank to offer 
its characteristic services as a London 
correspondent to foreign and _ colonial 
business establishments. It functions 
through a system of over 900 of its own 
branches in England and representation 
in every banking town in the world, 
and is amply equipped (as a e the Paris 
and Brussels offices of the Westminster 
Foreign Bank) for specialised service in 
credits, collections, exchange, and all the 
ramifications of modern banking. Banks 
or merchant houses wishing to establish 
a London connection are invited to 
communicate with the 
Manager 


WESTMINSTER BANK 


LIMITED 
Head Office: 41 Lothbury, London, E.C.2 





MM2 
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loans amount to 43,733,690 gold francs, representing 
16°88 per cent. of the fotal budgetary expenditure of the 
State for the same year. 


The State loan service itself is as follows : 

1927-28. Gold Francs, 

1. Foreign Debt ‘ oe 17,708,090 
2. Reparations and Occupation Debts 


3. Internal Debt (converted into Sw. Fr.) 


14,000,000 
12,025,000 


Total .. es ++ 43,733,090 


N.B.—The internal debt figures do not include the sum provided for 
in the public debt budget for payment of State pensions. 


In addition to which the service for the following years 
will be seen from the table hereunder : 


Reparations 
Foreign and Occupa- Internal Total 
Debt. tion Debt Debt. ia 
(gold frances) 





1925-29 .. ee 16,013,992 14,000,000 20,519,700 59,533,002 
1929-30 .. i gre 14,000,000 19,122,200 51,108,712 
1930-31 .. eh .153,701 14,000,000 14,741,200 45,894,910 


N.B.—The internal debt figures do not include sums for payment of 
State pensions. 


Bulgaria has, of recent years, obtained but little 
financial aid, and that for a special humanitarian purpose 
the settlement of refugees received in the country in 
virtue of an international convention for the exchange 
of populations. Apart from that, she has been given no 
assistance whatever, and has met her heavy engagements 
entirely through her own efforts, which are of a limited 
character as a consequence of territorial losses inflicted by 
the Peace Treaty. The bank-note circulation is of 
restricted nature, and all possibilities of inflation have 
been debarred. The State has no short-term engagements, 
which would necessitate the immediate provision of large 
sums of ready money. Apart from that, the Treasury 
has no means of incurring expenditure exceeding actual 
receipts owing to the fact that all its transactions are 
centred in the National Bank of Bulgaria, which only 
meets payment orders with funds received, that: is, with 
receipts actually in hand. 











OF 


BULGARIA 


HE Agricultural ek of f Bulgaria was established in 
T accordance with the law of 1903. Its management is 

entrusted to a governor and four administrators who 
together form the board of directors. The bank’s activities 
are controlled by a committee consisting of two counsellors of 
the State Accounting Department, a representative of the 
Ministry of Agriculture and State Lands, and a representative 
of the Ministry of Finance. 

In conformity with the above-mentioned Act, the functions 
of the Agricultural Bank of Bulgaria are to assist the agricul- 
tural population with credit either directly or indirectly by means 
of the agricultural co-operative societies. 

The bank carries out the following operations : 

1. Grants loans to farmers against bills guaranteed to two 
persons of means, against mortgage of agricultural products, 
implements, cattle, etc., and real estate. 

2. Grants loans to agricultural co-operative societies in 
respect to their capital, the financial position and standing of 
their members, against bills deposited, cattle, and mortgage of 
raw and finished agricultural products and real estate. 

3. Purchases by order and for account of farmers, agricul- 
tural machinery, imple ments, cattle and seed; undertakes and 
carries out enterprises te nding to improve agriculture. 

4. Accepts all kinds of deposits (long-term, on demand, 
savings-bank and orphans’ deposits, etc.). 

5. Executes all other banking operations. 

Apart from that, the bank directs, manages and controls 
agricultural co-operative societies credited by it. 








Levs. 

Capital of the bank as on January I, 1928 a il 420,870,848 
Reserves of the bank as on January I, 1928 ‘ss oa 19,272,277 
3ad Debt Fund of the bank as on January 1, 1928 “ 18,477,768 

Total .. es ne ae 458,620,893 

Deposits as on January I, — : 

Long-te rm, one to five years ‘ ‘a we T 462,311,728 
Orphans’ funds, one to twenty years we ee és 218,552,928 
Ondemand .. is ne + ve ve .. 1,616,516,238 
Savings-bank os — sa - “5 ++ 203,476,152 

Total .. Xi es — ,500,857,046 





(Advt.) (Continued over) 
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THE AGRICULTURAL BANK OF BULGARIA.—continued. 


Investments as on January I, 1928: 





Loans against bills deposited guaranteed by persons of Levs. 
means .. a 3 ee we - ae 838,299,374 
Loans against pledge of cattle, agricultural products, etc. 1,111,888,922 
Loans to agricultural co-operative societies secured by 
share capital, and reserves of the societies and pro- 





perty of their members ny me me ee 569,580,915 
Loans against mortgage of realestate .. sci “s 210,397,473 
Total - ‘a ..  2,730,166,684 


Up to January 1, 1928, the Agricultural Bank of Bulgaria 
had credited 1,399 agricultural co-operative societies as 
follows : 





Credit co-operative societies .. ion o+ Rasa 
Productive i - - eu xi 102 
Sundry... - os “i - “2 75 

Total .. om + 2,390 





Approximately 20,000 members. 


From its foundation the Agricultural Bank of Bulgaria is 
endowed with certain privileges which no other person or 
body in the country possess. The chief of them are: 


(a) The transfer of ownership or the right of use of real 
estate cannot be effected without the consent of the Agricul- 
tural Bank of Bulgaria. 


(b) Movable property pledged to the Agricultural Bank of 
Bulgaria cannot be mortgaged, sequestered, or sold by private 
agreement or public auction to other parties until final settle- 
ment has been made of the sums borrowed from the bank, 
including interest and charges. The bank can impound, with 
the assistance of the administrative authorities, movable and 
immovable property owned by third parties. 


(c) As a consequence of a privilege enjoyed by the bank, it 
can demand settlement of all its claims, the amounts of which 
do not exceed the sum of 20,000 levs, on bills and contracts, 
immediately after the preferential claims of the State, should 
there be any, have been settled. 


(d) In the case of non-payment at maturity of loans granted 
by the bank, the rate of interest previously agreed to continues 
to be charged, and the legal measures sanctioned come auto- 
matically into force without the usual preliminary formality of 
protesting the bills in question. 










































(Advt.) 
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Central Banking in Bulgaria 
By As. Ivanoff 


(Governor of the National Bank of Bulgaria) 


HE National Bank of Bulgaria will celebrate this 

year the fiftieth anniversary of its foundation, 

which coincides with that of the liberation of 
Bulgaria. The pioneers of the Bulgarian State, when 
organizing the Government and public institutions did 
not omit to establish the first national banking institution 
with the object of receiving the people’s savings, investing 
them in production and commerce, and also of acting as 
paymaster-general of the State. The original capital 
of 2,000,000 levs was supplied by the State, thereby 
making the bank a Government institution. 

The National Bank of Bulgaria underwent certain 
reforms in 1885, thereby acquiring the status of a State 
credit and note-issuing institution. It was unable, 
however, to develop very greatly until foreign capital 
in the form of State loans entered the country. The 
need of long-term investments for improving com- 
munications, especially railways and ports, as well as 
for numerous Government buildings, could not be satisfied 
without financial assistance obtained through several 
State loans. The lack of local capital had to be made 
good with capital from abroad, chiefly by means of 
Government loans. 

Economic activity then became more intensive. 
Agriculture improved and its yield increased. Industry, 
commerce and skilled handicrafts also developed to a 
certain degree. 

For the first twenty-five years after its foundation, 
the National Bank of Bulgaria was the principal credit 
institution, chiefly supplying the commerce and industry 
of the country. It gradually developed the State Treasury 
service, but one of its most important achievements 
during that period was to acquire by degrees the 
character of a central bank of issue regulating the money 
market in the country. 

After a serious economic crisis which lasted four years, 
from 1897 to 1I9g00, a lengthy period of revival up 
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to the outbreak of the Balkan War, was experienced. 
Several good harvests following one after another stimu- 
lated the export trade and made the country’s trade 
balance a favourable one. The financial position of the 
State also improved, which created confidence abroad and 
made it possible to obtain upon favourable terms several 
consecutive foreign loans amounting to 450 million gold 
levs. 

This remarkable economic and financial recovery 
had its influence upon the affairs of the National Bank 
of Bulgaria, which succeeded, first of all, in augmenting 
its gold and silver reserves and its balances in foreign 
currencies abroad. The bank-note circulation was com- 
mensurately increased to meet actual commercial needs 
and the legal cover of 30 per cent. was invariably 
maintained. 

During this favourable economic period, the National 
Bank of Bulgaria acquired the full status of a central 
credit institution, developing to the greatest possible 
degree short-term investments in the form of discounts, 
and advances against deposit of bills and mortgage of 
goods and securities. It also became possible for banks 
and other credit institutions to rediscount their portfolios 
with the National Bank of Bulgaria, which proved itself 
the most powerful credit institution at the disposal 
of commerce and industry, endeavouring to effect a 
reduction in the rates of interest. The abundance of 
capital became more and more noticeable. Several 
important national industries, such as textiles, sugar- 
refining, tannery, distilling, pottery, etc., underwent 
important developments and the export and grain trades 
attained considerable proportions. The National Bank 
also gave great assistance to agriculture and consistently 
co-operated with the Agricultural Bank of Bulgaria, 
which, although an old and powerful credit institution, 
always had recourse, in the event of unfavourable crops, 
to the services of the National Bank. 

In order to assist small traders and retail merchants, 
the National Bank participated to a very great extent 
in the establishment of the Central Co-operative Bank, 
which granted credits to popular banks and productive 
co-operative societies. Besides contributing a large part 
of the capital of the latter institutions, the National 
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Bank also granted the credits. At the present moment 
the popular banks form a system of 120 co-operative 
credit institutions distributing credit at low rates to 
the financially weak classes. 

With the aid of long-term deposits, and especially of 
various public funds deposited with the bank, the National 
Bank made investments in the form of mortgage loans 
on real estate and municipal loans, thereby rendering 
possible the development of urban property upon modern 
lines. For this purpose the bank issued special mortgage 
loans subscribed in Bulgaria and abroad. 

For a period of thirty -five years, the National Bank 
of Bulgaria carried on varied and fruitful credit operations 
in the country, thereby contributing to the development 
of the national trade and industries. In addition to these 
functions, in its capacity of a privileged note-issuing 
institution, it was responsible in a great degree for 
maintaining the stability of the national currency, 
utilizing the whole of its credit to facilitate private and 
State payments abroad. 

This favourable era of economic prosperity was 
abruptly ended by the outbreak of the Balkan War, and 
a change took place in the policy of the National Bank 
in that it was obliged by force of circumstances to grant 
extensive credits to the State. In the course of one 
single year, the State Treasury Debt rose from eight 
millions at the end of 1912 to 14°3 million levs at the end 
of 1913. The bank-note circulation increased to 189 
million levs. The depreciation of the lev attained the 
ratio of 18 per cent., and the bank was authorized to 
suspend the conversion of its notes into gold. During the 
short period from the beginning of 1914 to the end of 
1915, the Floating Debt of the State increased and the 
rate of the lev dropped considerably. In order to 
maintain and improve the latter, a foreign exchange 
syndicate was formed by the local banks on the initiative 
and under the direction of the National Bank with the 
object of regulating exchange rates. 

With Bulgaria’s entry in the Great War, the bank was 
placed entirely at the disposal of the State. The issue 
of notes being the easiest means for obtaining credit, the 
note circulation rose from 164 millions in 1913 to 2,299 
millions in 1918 and 3,886 million levs at the end of 1922. 








“THE BULGARIA” 


FIRST BULGARIAN INSURANCE SOCIETY 
OF ROUSTCHOUK (BULGARIA) 


The First Bulgarian Insurance Society was established in 1891 in the Kingdom 
of Bulgaria. 

The State of Bulgaria, by a special law, accorded certain privileges to the Society 
by undertaking to insure with it all its properties for a period of fourteen years. 

The paid-up capital, which at the commencement was Levas 1,000,000, has 
since been increased to Levas 1,500,000 in 1893, to Levas 2,000,000 in 1914, and 
during 1926 to Levas 5,000,000. 

The ‘ Bulgaria’’ Company transacts direct and by way of reinsurance the 
following classes of insurance business : 
FIRE, LIFE, MARINE, ACCIDENT, THEFT, MOTOR-CAR, CIVIL RESPONSIBILITY, ETC. 


The progress made by the company, as well as the development of its business, 
will be apparent from the following figures : 

TotaL Premiums UNDERWRITTEN IN 1910 Levas 14,181,916 
1915, 23,046,919 

1920 ,, 37,292,312 

1922 ,, 135,039,440 

1925 ,, 146,782,709 

‘ am se 1926 ,, 167,085,804 


Losses paid since the establishment of the company exceed Levas 600,000,000. 

The total of the Various RESERVES now amounts to -  Levas 144,081,715°64. 

The “Bulgaria” has widespread relations with first-class insurance and 
reinsurance offices on the Continent. 

Before the World War the company was also authorized to transact business 
in the United States of North America and, to this end, had a branch in New 
York for the acceptance of reinsurance business. 

At the present time the company has general representatives in London, 


Paris, and Berlin. 
Apart from the Kingdom of Bulgaria, it transacts direct business in Spain (in the 


Marine Department) and in Turkey (in the Fire Department). 
The company possesses reserves and funds fully sufficient to meet all its 


obligations. 
It has share holdings in insurance societies in Rumania, Germany, Bulgaria, 


and Turkey. 
The HEAD OFFICES of the company are at Roustchouk, with a brarch 


office at Sofia and agencies in every town in the Kingdom of Bulgaria. 
The board of directors consists of the following : 


PRESIDENT : 
Mr. George Goubidelnicoff, General Manager of the Banque Bulgare de Commerce, etc. 
VICE-PRESIDENT : 
Mr. Ivan D. Bouroff, President of the Board of Directors of the Banque Bulgare de Commerce, et-:. 

MEMBERS : 

Mr. Jacques E. May, Paris. 

Mr. P. K. Bacloff, President of the Union des Commercants Bulgares, etc. 
Mr. Andre Gouin, Sub-Manager of the Banque de Paris et des Pays- Bas, etc. 
Mr. George Theodoroff, General Manager of the Company. 
Dr. llarion Bouroff, Banker, etc. 
GENERAL MANAGEMENT : 
General Manager of the Company : Mr. G. Theodoroff. 
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The State Debt increased from 8 millions in 1912 to 881 
millions in 1918, and again to 3,797 million levs in 1922. 
As a backing to the bank-note circulation, the National 
Bank held balances in foreign currency in Germany, with 
the result that the stability of the lev depended on the 
mark. The disastrous conclusion of the war for the 
Central Powers brought about the depreciation of the 
mark balances which were the cover of the lev, thereby 
causing the latter currency to depreciate in sympathy. 
In her endeavour to prevent her currency from depre- 
ciating during the inflation period, Bulgaria resorted 
to the measures that had been applied by her Allies, 
Germany and Austria. In December 1918 the Trading 
in Foreign Currency, Claims and Credits Act was passed, 
in virtue of which foreign exchange transactions were 
entrusted to a banking organization under the direction 
of the National Bank of Bulgaria. All banks and banking 
concerns had to declare their balances and claims in 
foreign currencies at the National Bank, so that they 
could be bought up by the latter at current rates and for 
such amounts as might be considered necessary. Anyone 
who stood in need of foreign currency had to apply to the 
Centrale des Devises for it. The export and import 
of foreign currencies was controlled by the National 
Bank. Many unfavourable factors prevented these 
measures from yielding adequate results. The exchange 
control was subsequently relaxed, and was finally reduced 
to mere technical regulations, in accordance with which 
one-third of any foreign exchange obtained from exports 
had to be sold to the National Bank, chiefly for the needs 
of the Public Debt, at a rate lower than the prevailing 
market rate. 

The growth of inflation caused great anxiety to the 
Government. Continual budget deficits were covered 
by means of the bank-note circulation, which was increased 
by the debt of the State Treasury to the National Bank. 
This state of things continued up to June 30, 1922, when 
a limit was put to the bank-note circulation and to the 
indebtedness of the State to the bank. The latter 
could not exceed the sum of 4,700 million levs, while the 
permissible maximum bank-note circulation was fixed at 
5,400 million levs. This law brought about a decrease 
in the indebtedness of the State to the National Bank 
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Union of Popular Banks 








HE Union was founded in 1915 by fifteen Popular Banks, and by the end of 
1927 its membership increased to one hundred and fourteen. 


Member Banks are situated in the larger towns and all the smaller centres. 


On December 31, 1927, the Capital and Reserves of the united Popular Banks 
amounted to 300 million levas; the Deposits totalled 600 levas. 


The Union exercises a great and beneficent influence upon the financial and ecgnomic 
life of Bulgaria and enjoys a good reputation in every class of the population. 


It has founded a special organization for the development of commerce and industry 


under the name of “ZADRUGA” COMPANY LIMITED. 


This Company purchases machines and implements for the smaller industries, and has 
a department for the equipment of power stations which has already set up 19 stations. 


Another department of the ‘‘ Zadruga’”’ is engaged in the corn trade, especially in 
the export of corn to Central Europe via the Black Sea and the Danube. 


The Board of the Union of Popular Banks consists of the most eminent Bulgarian 
statesmen and financiers. 





Union of Popular Banks, Sofia, Bulgaria 


BANQUE BULGARE de COMMERCE 


Sociéte Anonyme 


ESTABLISHED IN 1895 


Capital fully paid up - - leva 60.000.000 
Reserves - - - - - leva 20.000.000 


Head Office in SOFIA Registered Office at ROUSTCHOUK 


Paris Committee : 280 Bd. Saint-Germain. 


P (Central Branch - - - - 14 RUE GRAF IGNATIEFF 
ranches in | Vv outch-Bounar Branch- - - -  ~- 60 RUE PIROTSKA 
SOFIA | Market Hall Branch - - - ~- 35 BD. MARIE LOUISE 


PROVINCIAL BRANCHES : Bourgas, Gabrovo, 
Hascovo, Lom, Plovdiv, Popovo, Roustchouk, Sliven, 
Stara-Zagora, Tirnovo, Trevna, Varna, Yambol. 


Telegraphic Address - - : - ‘“‘BULCOMBANK.” 


BOARD OF DIRECTORS: Ivan D. Bouroff, Chairman ; G. Goubidelnicoff et Jacques Kulp 
(Director of the Banque de Paris et des Pays-Bas), Deputy Chairman; r. A. Antonoff, Peter 


Bacloff, Henri Goulley, Evstr. Guéchoff, Henri Jahan, Spas Kazandijieff, Jacques E. May et 
Emile Oudot (Manager of the Banque de Paris et des Pays-Bas), Directors. 


General Manager : Dividends distributed from 1922 to 1927—16°%, 
G. GOUBIDELNICOFF EVERY KIND OF BANKING BUSINESS TRANSACTED 
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by providing resources for a sinking fund. This Act 
incorporated a most important measure, by which the 
State was restrained, for the first time, from making a 
free and uncontrolled use of the note-issuing institution’s 
resources. 

After it had been passed, the bank took steps to 
prevent the note circulation from increasing in spite of the 
fact that it only had limited means at its disposal. Its 
policy was directed with a view to maintaining the stability 
of the national currency and to increase the volume of 
short-term commercial credits. But the wide fluctuations 
of the Bulgarian lev, caused by the seasonal character 
of the country’s export trade and by speculation, gave 
rise, together with an adverse trade balance, to great 
uncertainty in the economic position. For this reason 
the regulations of December 12, 1923, which were 
enacted by the law of May 2, 1924, were brought into 
force, conferring a monopoly for trading in foreign 
currency upon the National Bank of Bulgaria. Thanks 
to its foreign currency reserves and its energetic policy, 
the bank soon succeeded in stabilizing the lev on a fixed 
level in relation to the dollar, pegging it at the rate 
of 139 levs=1 dollar. It succeeded in purchasing 
exchange for an approximate amount of 730 million 
levs, while its sales worked out to about 203 million 
levs. This again strengthened the bank’s position, thus 
rendering possible a certain relaxation in its demand 
for foreign exchanges and bringing about a feeling of 
safety in the country. In 1924, the foreign exchange 
policy of the National Bank brought even better 
results by maintaining a note circulation corresponding 
to economic conditions. 

Economic development was rather unfavourable in 
1925. As a result of the bad wheat crop in 1924, large 
quantities of grain had to be imported during the first 
half of the following year. The difficulty experienced 
in exporting Bulgarian tobacco, owing to the low quality 
of the 1924 crop, produced very bad effects. On the 
other hand, imports increased, causing a considerable 
deficit in the balance of payments. In spite of these 
adverse conditions the National Bank of Bulgaria 
succeeded in maintaining the stability of the lev by means 
of its foreign currency reserves. This unfavourable 





SOCIETE CO-OPERATIVE D’ASSURANCES 
ET D’EPARGNE 
DES FONCTIONNAIRES BULGARES 


(Employees’ Co-operative, Saving and Insurance Society), 





Branches: LIFE, FIRE AND ACCIDENT. 
MEMBERS PARTICIPATE IN THE PROFITS AND MANAGEMENT. 


Funds and Reserves (at the end of 1927) 144.000.000 levas. 
Insured Capital—Life 1.050.000.0000 levas. 


Premiums total 59.300.000 levas (Life Premiums = 50.000.000 levas). 


SOCIETE ANONYME PAR ACTIONS 
“FABRIQUES DE TABAC REUNIES” 


The Société Anonyme rar Actions “ Fabriques de Tabac Réunies”’ is one of 


the largest tobacco enterprises of the Near East. Its Head Offices are in 


Sofia (Bulgaria). 

The Company was established in 1gog, and has been working successfully 
for 18 years, increasing its turnover every year. 

The Company is engaged in the export of tobacco, the manufacture of 
cigarettes and cut tobacco, both for export and domestic consumption. 

It produces one-third of the cigarettes manufactured in Bulgaria, and exports 
part of its products to Great Britain. It possesses seven factories and several 
warehouses in various parts of the country. 

Its largest and most modern factory is situated at Plovdiv and is equipped 
with the best machinery. Other factories are situated at Roustchouk, Varna, 
Choumen, Sofia, Sliven and Bourgas. 

The share capital is leva 36.000.000 and the reserves amount to about leva 
25.000.000. Its capital is, in fact, much larger, as its premises and plant are 
largely written off. 

The address of the Head Offices of the Company ts : 
SOCIETE ANONYME PAR ACTIONS “ FABRIQUES DE TABAC REUNIES” 
RUE ALEXANDRE IER No. 1, SOFIA. 
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economic development was particularly felt during the 
second half of 1925. This obliged the bank to co-ordinate 
its policy with the conditions of the market and to 
commence decreasing the bank-note circulation, gradually 
reducing it from 4,487 million levs in the beginning of 
January to its lowest level of 3,590 million levs on 
December 22, and thereby effecting a diminution of 
nearly goo million levs. Similar tendencies and results 
were registered in 1926, causing a considerable decrease 
in the bank’s foreign reserves. These detrimental effects 
were overcome by means of the credit that the bank 
enjoyed abroad. The sanctioning of the Bulgarian 
Refugee Loan by the League of Nations and the granting 
of an advance on it by the Bank of England contributed 
to relieve the situation. These factors consolidated 
Bulgaria’s credit and enabled the National Bank to 
maintain the rate of the lev. 

But the grant of this loan was accompanied by a very 
important condition involving a radical change in the 
character of the National Bank. The violent upheavals 
experienced in the economic and financial life of prac- 
tically all European countries imposed far-reaching 
alterations in the statutes of their central banks of issue. 
Experiments made in various countries clearly proved 
that it was impossible to carry out economic and financial 
restoration unless the note-issuing institutions had been 
reorganized beforehand in accordance with war and 
post-war conditions. 

The new law clearly defines the main object of the 
National Bank of Bulgaria, which consists of maintaining 
the gold value of its notes. With regard to its credit 
operations, the bank is only allowed to retain those that 
are compatible with the functions of a central bank of 
issue, viz. short-term commercial investments to the 
exclusion of all mortgage of real estate and other long- 
term loans, for which a special real estate mortgage 
institution is now being established. 

The new Bank Act contains important provisions for 
consolidation of the autonomy and independence of the 
bank—provisions of the greatest importance for the 
execution of the functions which it is called upon to fulfil 
with regard to the economic and financial prosperity of 
the country. 
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CENTRAL 
CO-OPERATIVE 
BANK . BULGARIA, 


SOFIA. 


RRR OE ee HD 


ESTABLISHED - - - 1910 


Restaurant and Service : R 
of Unquestioned Excellence Capital paid up 25,000,000 
on ere Reserve Fund 20,000,000 
Deposits - 312,000,000 


Profit for the year 
J 927 - - 4,220,000 


Kvery Room uas SuNLiGutr 





‘** 
In the Fashionable Park 
Ave. and Plaza Districts 


REGULAR MEMBERS: 3 CO-OPERATIVE 
UNIONS, 367 CO-OPERATIVE SOCIETIES. 


ALL BANKING BUSINESS TRANSACTED. 


EEELIA SHES FOSS HE EOE HE HE 


48 EAST 58" STREET 
Between Madison and Park Avenue 
Telephone Regent 8100 
escriptive folder on reques P = ~ . 
Diaconpines Seamer ae seguiet Telegraphic Address: | COOPERBANK 
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BULGARSKA BANKA 


Joint Stock Co. 


Established 1918. Head Office in SOFIA 


Branches at Philippopoli, Sliven and Varna. 


Cable Address : Codes used : 
“ PROMICHLENBANK ” Peterson’s Banking, Peterson’s Second 


Capital - Leva 30,000,000 fully paid up 
Reserves - Leva 4,200,000 


Deposits and creditor accounts : 
1918 Leva 13,900,000 1924 - Leva _ 87,000,000 
1920 55 65,300,000 1926 - ,, 101,600,000 
19222 - ,, 75,000,000 | 1927 -  ., 129,000,000 


Extensive connections throughout the country and abroad. Every kind of home and inter- 
national banking transaction effected. Specially organised for collecting foreign clean and 
documentary drafts and outstanding payments of every description. Commercial and 
financial information as well as legal advice given to correspondents free of charge. 
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58 CHEAPSIDE, E.C. 
137 FENCHURCH ST., E.C. 
Pater nce 78 LOMBARD ST., E.C. 


THE ‘* YORK’”’ THE ‘*‘ CODDINGTON ” 


Of finest quality fur felt. Satin In buff and shades of grey. 
lined. Hand shaped and finished, Of finest quality fur felt, 
in various styles of brim. lined siik. 


21/- 26/- 30,- 25/- and 32/6 


‘*THE SILK HAT” 
Recognised by its Quality, Cut 
and Line to be, in the true 
sense of the word, a Dress Hat. 


From 40/- 


AGENTS THROUGHOUT THE KINGDOM. 


Write for Illustrated Catalogue. Name and address of nearest agent sent upon request. 
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